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THE BANKER 


A Banker’s Diary 


WITHIN a month of the late Lord Lothian’s disclosure 
that our gold and marketable securities were approach- 
ing exhaustion, President Roosevelt has put 


The forward a proposal which would ensure the 
Roosevelt continuance of American war supplies to 
Plan this country —and a plan whose simplicity 


and directness are a tribute to the Presi- 
dent’s statesman like grasp of realities. If your neigh- 
bour’s house is on fire, Mr. Roosevelt said, you would 
not negotiate about payment before lending him your 
hose ; you would lend him the hose and when the fire 
was put out he would either return it or replace it if it 
were damaged. On this analogy, the President has sug- 
gested that the United States should take over and pay 
for all future British war orders, sending war supplies 
to this country not as materials bought by Britain, but 
as materials owned by the United States and leased or 
sold under mortgage to britain. In return, this country 
would assume a “ gentleman’s obligation ’’ to return or 
replace the materials in kind after the war. By “ cutting 
out the dollar sign,” this plan automatically brushes 
aside the restrictive provisions of the Neutrality and 
Johnson Acts, which were, of course, framed in financial 
terms and would preclude assistance to our war effort 
only on a normal commercial basis. 


ASSUMING that the plan is accepted by Congress, it will 


clearly have important economic repercussions both 
immediately and after the war. When the 
And Its problem of American assistance was dlis- 


Implications cussed in terms of dollar credits, for 

example, it was taken for granted that we 
must use for war purposes not only the whole of our gold 
and dollar reserves, but also any dollars which could be 
secured by means of exports. If we are to receive on loan 


the entire surplus of war supplies which America is able 


to produce in excess of her own requirements, however, 


this is no longer self-evident. Thus it may be that the 
Roosevelt plan will permit some relaxation of the 


sacrifices to be demanded of the home consumer through 
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the limitation of supplies, and thus help incidentally to 
combat inflationary tendencies. 

In relation to the post-war position, it is claimed 
rather inconsistently——that the plan would on the one 
hand spare us the complication of ‘“‘ unpayable’’ war 
debts and on the other hand facilitate repayment, since 
the goods to be transferred in settlement would be arma- 
ments and not goods competitive with domestic 
American manufactures. On both scores, this suggests 
a profound distrust of our ability to plan post-war 
reconstruction. It would clearly be a dismal confession 
of failure if inability to solve the transfer problem 
should compel this country to produce, and America to 
accept, vast quantities of armaments which—it is to be 
hoped—will serve no purpose whatever. Fortunately, 
tentative suggestions have already been made that com- 
mercial goods might to some extent be substituted for the 
destroyed materials. 


INCREASING competition for Treasury bills has culmin- 
ated this month in a collapse of the normal margin 
between money and bill rates. As _pre- 

Treasury viously pointed out, the continued expan- 
Bill Rate sion in bank credit has inflated the cash 
Collapses reserves of private banks and_ other 
financial institutions, who have sought to 

invest their surplus funds in Treasury bills. Since the 
weekly offer of bills has been rigidly limited to £65 
million, the steadily rising outside applications have 
correspondingly reduced the supply of bills available to 
the market. At the last tender ; November, total 
applications soared to yet another record of £152.2 
million, while the market’s quota correspondingly 
slumped to a mere 20 per cent. In a desperate effort to 
replenish its portfolios, the market syndicate decided in 
the following week on the drastic step of rising its bid 
to 499 15s. from the level of £99 14s. Iod. (giving a 
margin of about I-32 per cent.) at which this had been 
stabilised ever since February last. The higher bid 
naturally removes all profit from. bill operations (the 
average rate of allotment worked out at less than 2d. over 
the 20s. mark) and could be justified only by the market’s 
desire to stock its portfolios in preparation for the end-year 
balance-sheets, while also retaining its normal functions 
of supplying the banks with the maturities they desire. 
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UNFORTUNATELY, the new tactics, as might have been 
foreseen, were only temporarily successful in achieving 
theirends. On the first occasion, to be sure, 
Discount the market succeeded in raising its allot- 
Markets’ ment from 20 to 54 percent. But this was 
Problem due not to the reduction in the rate as such, 
but to the element of surprise and to a 
sharp fall of {11.5 million in the total applied for. 
Though the syndicate bid was retained at its unprofitable 
level in the following week, the market’s allotment 
nevertheless slumped afresh from 54 to 33 per cent. 
Total applications being only £3.3 million higher than in 
the previous week, it is clear that m iny outside appli- 
cants must have raised their own bid in order to com- 
pete more successfully with the market. In this game of 
rate-cutting, the market is necessarily at a disadvantage 
gainst outside applicants, who are concerned only with 
the actual return on their investment without regard to 
the cost of borrowed money. Though no solution is to be 
found on these lines, it must be admitted that the market 
has been placed in an unfortunate position by the 
methods of short-term finance which the authorities have 
chosen to adopt. Had the tender Treasury bill issue 
merely been stabilised, the market would have ceased 
to perform any very useful function in the finance of the 
war. But when this is accompanied by a steady con- 
traction in the supply of paper actually available for the 
banks, the market passes out of the picture completely. 
When the Treasury deposit system was first introduced 
it was clear that this direct contact between the com- 
mercial banks and the central institution might have 
unfortunate implications for the market houses in the 
long run. But it was not foreseen that it would affect 
them so adversely even before the year was out. 


AN important factor in the credit position this month 
has been the seasonal rise in the note circulation. Despite 
the cancellation of the Bank Holiday and 

No Increase the other deterrents to holiday spending, 
in Fiduciary this showed an increase, as will be seen 
Issue from the table, of £23,558,000 in the four 
weeks to December 25. In the correspond- 

ing period last year, however, withdrawals amounted to 
as much as £25,950,000, though it must be noted that a 
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year ago the final return was dated two days after 
Christmas. Even the peak circulation, however, left 
the Reserve at the reasonably comfortable level of 
£14,242,000, and it is satisfactory that this year’s 
seasonal drain could be met without the need for any 
increase in the fiduciary issue, even of the temporary 
kind seen in some recent pre-war years. Over the turn 


ANALYSIS OF BANK RETURNS 


(£m.) 

Notes in Total Public Bankers’ 

Circulation Reserve Secs. Deps. Deps. 
Nov. 27 . . 593,346 37,849 168,182 27 411 110,829 
Dec. 4 .. 598,251 33,024 164,132 21,953 105,789 
Dec. 11 .. 604,540 26,876 174,576 16,430 115,903 
Dec. 18 .. 613,175 18,038 193,767 12,021 129,272 
Dec. 25 .. 616,904 14,242 203,089 12,518 135,735 
Jan. 1 .. 615,855 15,287 254,060 17,568 181,025 


of the year credit was exceptionally abundant. In the 
preceding weeks the authorities considerably more than 
neutralised the net eflux by substantial additions to the 
Bank’s security holdings (probably direct purchases of 
bills from the clearing banks) while at the year-end itself 
the market was able to allow its end-December bills to 
run off and thus compel the Treasury further to expand 
the credit base by heavy Ways and Means borrowing. 
In the five weeks to January 1, the decline of {22,562,000 
in the Reserve was outweighed by a jump of no less than 
£85,878,000 in securities, while in addition bankers’ 
deposits benefited by the release of £9,543,000 of credit 
from public deposits. In consequence, bankers’ balances 
shot up on January I to a new record level of no less 
than £181,025,000. 


THE mysteriously high level of extra-budgetary receipts 
continues to be one of the most important features in the 
monetary situation. Thanks to the inex- 

Large Extra- plicably large income from gold sales and 
Budgetary other extra-budgetary resources, the 
Receipts wholesale creation of floating debt in recent 
months has involved a far smaller expan- 

sion in bank eredit than might have been supposed. 
Thus the floating debt return for November 30 showed 
that, whereas loan subscriptions during the preceding 
five weeks had realised {124.8 million, as much as 
£178.4 million of the deficit had been financed during 
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this period against floating debt. Of this total, however, 
as much as {111.1 million ({22 million a week) repre- 
sented an addition to the floating assets of the public 
departments, the tap Treasury bill issue having increased 
by £92.7 million to £1,238.6 million, while Ways and 
Means advances by public departments were {18.4 
million higher at £87.5 million. The outstanding tender 
issue showed an increase of a mere £5.0 million to £845 
million, which is the maximum level possible with three- 
months’ maturities and a weekly offer restricted to £65 
million. Essentially the whole of the month’s effective 
floating debt finance through the banking system was 
therefore provided once again by Treasury deposits. 
Although £95 million of these were taken during the five- 
week period, the outstanding total increased only by £70 
million to £269.5 million, £25 million of deposits having 
obviously been tendered in payment of loan subscrip- 
tions. . 


CONSIDERING this repayment, the comparatively small 
weekly issues of Treasury deposit receipts seem still more 
remarkable when it is considered that the 

Investments net issue was required partly to offset the 
Up Again decline in the banks’ bill holdings due to 
the shrinkage in the market quota. Thus 

the November clearing bank returns showed a further 
decline of £34.7 million in bill portfolios to £338.7 
million, or £14.6 million less than a year earlier. Despite 
the huge volume of funds accumulating in the hands of 
the public departments, therefore, borrowing against 
Treasury deposits clearly had to be supplemented by 
another form of borrowing from the banks, namely, the 
sale to the banks of 2} per cent. National War Bonds. 
Such subscriptions were undoubtedly largely responsible 
for the further jump at {19.9 million which has carried 
bank investments to a new peak of {742.8 million, 
just as they have been responsible for the bulk of the 
£{106.6 million expansion in this item since the end 
of June. To the extent that such subscriptions have 
served as the basis for credit expansion, instead of draw- 
ing off funds in the hands of the public, the weekly 
figures of War Bond sales give an unduly flattering 
picture of the results achieved by the tap issue. Even 
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where the bonds are in fact taken up by the public, how- 
ever, it should be realised that subscriptions to this com- 
paratively short-dated security come largely from 
companies and other institutions, whose funds would not 
be paid out as income in any case but in default of such 
an investment would be held idle on bank deposit. Even 
genuine subscriptions to National War Bonds, therefore, 
serve little purpose in checking inflation. It is only the 
so-called “‘ small ”’ savings which serve this purpose and 
the small savings figures are consequently the only ones 
to which any importance need be attached in assessing 
the results of the Savings Movement. 


THE decision to grant China a sterling loan of {ro 
million is welcome from several points of view. It will 
clearly be of great assistance to China, in 

£10,000,000 whose struggle against Japanese aggression 
for China the economic factor plays an increasingly 
important part. In addition, the decision 

indicates the success of Chinese resistance and the 
increasingly precarious position of the Japanese. It also 
provides a useful gesture of financial solidarity with the 
United States, which recently granted China a credit of 
$100 million. Inevitably, the credit is made contingent 
upon arrangements to ensure that the sterling would be 
expended within the sterling area, thus avoiding any drain 
on our gold and foreign exchange reserves. Provided 
this is arranged, one half of the advance will go to the 
Chinese Stabilisation Fund, which it will be recalled was 
originally set up in 1939 with {10 million provided by 
the Chartered Bank and the Hong Kong and Shanghai 
Banking Corporation under’ British Government 
guarantee. The remaining {5 million would be available, 
with the concurrence of the Dominion Governments, for 
purchases in any part of the sterling area. 
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The Financial Problem of 1941 
By Joan Robinson 
University Lecturer in Economics, Cambridge. 


—% first signs of war-time inflation are beginning to 
be seen—queues at the shops, shortages of this and 
that, a rise of uncontrolled prices, and dark stories 

of bootlegging in goods whose prices are controlled. The 

fact that these symptoms did not appear earlier cannot 
be attributed to any exceptional firmness or wisdom in 
our financial policy, but rather to the fact that the war 
effort has been gathering way very slowly. In the first 
year, the greater part of the resources used for war pur- 
poses came from three sources—men and productive 
capacity formerly unemployed, or formerly not seeking 
employment, the cessation of constructional work for 
civilian purposes, and the increased excess of imports 
over exports. Only a small fraction came from a reduc- 
tion in private consumption. But if plans are on foot for 

a greatly increased war effort private consumption will 

have to be curtailed. 

Suppose, for the sake of argument, that we are 
aiming at a total of armed forces of 3 million men; and 
suppose that the ratio of workers to fighters required to 
supply munitions and equipment for the forces is two to 
one ; and that we must add another million for personnel 
and equipment for civil defence. On this eats 10 
million persons must be employed directly on the war. 
This figure is mere guess work, but whatever plausible 
figure we take, the moral is the same. 

In 1938 there were 20 million “ gainfully employed.” 
To these may be added, with the improved training 
facilities and better organization which we are promised, 
perhaps 4 million from those who were unemployed and 
from women and others who were formerly outside the 
ranks of industry. Perhaps we may reckon 1 million 
released by the decline in exports and 2 million from the 
decline in civilian constructional work, including upkeep 
of plant. The new entry is bound to be of much less than 
average productive efficiency, and all chopping and 
changing of employment involves wastage, but against 
this there is an important offset in overtime and increased 
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intensity of work. We have so far accounted for 
7 million towards the ro million required. The remaining 
3 million can only come from a reduction in civilian con- 
sumption. Now, of the 20 million employed in 1938, we 
may reckon 12 million devoted to providing for con- 
sumption. A reduction of 3 million then entails a cut in 
consumption of 25 per cent. But a calculation in terms 
of heads tells by no means the whole story. A serious 
further subtraction must be made for the reduction in 
imports due to shipping difficulties, for the loss through 
war-time dislocations and for outright destruction by 
bombing. One quarter of pre-war consumption is, 
therefore, a very moderate estimate of the sacrifice which 
the civilian population must make. 

At the same time, and this is the crux of the matter, 
purchasing power in the hands of the public will be very 
much increased. For, quite apart from any rise in wage 
rates, money earnings must increase. Workers formerly 
unemployed, or not employed, begin to earn. A transfer 
takes place from lower paid occupations to the munition 
industries, and overtime work requires overtime pay. 
And with the increase in earnings goes an increase in 
profit incomes, in spite of the E.P.T. The increase in pur- 
chasing power (to guess once again) may be as much 
as 20 per cent. when the war effort is in full swing, while 
the flow of goods to be purchased is reduced by at least 
25 per cent. 

The natural result is a pressure upon prices, and a 
haphazard, unjust and inefficient distribution of goods 
amongst consumers. A rise of prices presses intolerably 
on small incomes. And even those whose incomes are of 
a comfortable size, but fixed, feel that they are being 
forced to bear an unfair share of the burden. In so far 
as price control is effective, the distribution of goods 
between consumers is influenced by shopping power— 
the time, pertinacity and cunning to find the scarce 
goods—as well as by purchasing power; but shopping 
power is no more equitably distributed among house- 
wives than purchasing power among bread-winners. 
Moreover, the distribution of goods by the method of 
catch-as-catch-can is inefficient and wasteful of energy, 
time and patience ; it may soon become a serious factor 
in preventing married women from finding useful work. 
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It is this problem of excess demand which is the 
source of the trouble. The essential problem of war 
finance is not how to find the money to pay for the war 
effort—the money can always be found. It is not even 
the problem of how to find the men and materials—for 
that problem must be tackled by direct methods, not by 
financial manipulation. It is the problem of how the 
goods left over for civilian consumption are to be distri- 
buted amongst the public. 

The National Savings Movement aims to solve the 
problem by persuading the public not to use their excess 
purchasing power in the shops. The movement is mak- 
ing heroic efforts and has enjoyed remarkable success, 
but when we realize the magnitude of the problem we 
must realize that the movement can make only a minor 
impression upon it. To solve the problem completely it 
would be necessary for everyone whose income has in- 
creased to save the whole increase in his income, and 
then something more as well ; for it is necessary not only 
to hold back from the market the 20 per cent. of addi- 
tional purchasing power placed in our hands by govern- 
ment outlay, but, further, to reduce demand in propor- 
tion to the 25 per cent. reduction in real resources avail- 
able for civilian consumption. We may be a nation of 
40 million Churchills, but we should need to be a nation 
of 40 million archangels to save at such a rate without 
any compulsion. 

As was pointed out in THE BANKER last September,* 
the propaganda of the savings movement is sometimes 
confusing to the public mind. Sufficient emphasis is not 
always laid on saving (that is, not spending) as opposed 
to merely buying certificates and bonds out of past sav- 
ings. Day after day, huge figures are quoted as the pro- 
duct of War Weapons Week in one city or another. But 
no one can suppose that all those millions were saved 
in any city in a week. In so far as War Weapons Weeks 
leave behind a legacy of permanently increased thrifti- 
ness they do make a genuine contribution to the 
problem of curbing excess demand. But their main pur- 
pose must evidently be a different one. They must be 





* See ‘‘ Monetary Illusions and the War Effort,” THE BANKER, 
September, 1939. 
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aimed at mopping up cash which represents past savings. 
This may be a useful objective, for it is probably true 
that a man who is holding his savings in currency notes 
or bank deposits is more likely to succumb to a chance 
temptation to dissave them again, by spending part of 
his hoard, than the man whose savings are locked up in 
certificates or bonds. 

But there is something to be said on the other side. 
The man who holds notes is in effect lending to the 
Government free of interest (for the profit on the Issue 
Department accrues to the Exchequer) and the man who 
holds bank deposits is in effect lending to the Government 
at 14 per cent.—the rate at which the bank hands on 
his balance as a Treasury Deposit. It is an arguable 
question whether the additional hold that the Treasury 
obtains over his past savings when he puts them into 
certificates or bonds is worth the 24 per cent. or 3 per 
cent. which it has to pay. 

To blur the distinction between saving and lending 
to the Government confuses a public which is only 
anxious to do whatever is most helpful. The point is a 
simple one, and surely could be made clear without 
letting any dangerous cats out of the propagandist bag. 

The confusion is still further confounded by the 
doctrine, so often preached, that the extent of inflation is 
to be measured by the amount of Treasury borrowing 
from the banks, or by the amount of the floating as 
opposed to the funded debt. The pernicious effects of in- 
flation—trising prices and the scramble in the shops— 
spring from excess money incomes and deficient sup- 
plies. Supplies must be deficient ; indeed, and we want 
them to be deficient if their deficiency in the civilian 
market means that they are being effectively devoted to 
the prosecution of the war. And excess incomes are 
generated by government expenditure, no matter how the 
funds are borrowed. 

Even if the whole of the Budget deficit were financed 
by long-term war loans, its inflationary force would be 
just as great, for the extent of inflation depends upon 
the amount of the loan expenditure and not the form of 
the loans. All that the form of the loans can influence 
is the cost of borrowing, and everyone is agreed in praising 
the authorities for their determination to keep the rate 
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of interest low. It is a complete contradiction to be 
in favour of low interest and at the same time to regard 
borrowing from the banks as a menace to financial 
stability. 

If it is vain to hope that voluntary saving can solve 
the problem by itself, there are only two ways in which 
the excess incomes can be prevented from driving up 
prices or lengthening the queues. One is rationing of all 
goods and the other is taxation. Each entails obvious 
evils, but in a war situation no pleasant possibilities 
present themselves, and wise policy consists always of 
choosing the smallest amongst very large evils. 

Rationing solves the problem by allotting the goods 
amongst the consumers on the basis of an average 
quantity per head. The margin of income on which they 
have no coupons to spend must then, willy nilly, be 
saved. When it has to cover more than a few staples, 
rationing is complicated, vexatious and wasteful. And 
at best it can never cover travel, services and a thousand 
odds and ends. 

An attractive suggestion for over-all rationing of 
expenditure has been made by the economist, Mr. Michal 
Kalecki. Under his scheme each individual would be 
provided with coupons to permit a total expenditure on 
retail goods of, say £60 per year for an adult. This sum 
he could spend on what he pleased, so that the irrita- 
tions and inefficiencies of commodity rationing would 
be avoided. Savings would be increased by all the 
unspendable income, and the rise of prices would be 
checked or even reversed by keen competition amongst 
retailers to secure a share of the limited market. These 
are great advantages, but the scheme, even if it is applied 
only to shop goods, presents formidable administrative 
difficulties, and the problem of applying it to expenditure 
outside the shops is insoluble. 

The alternative to rationing is to take the bull by the 
horns and tax away the excess incomes. Mr. Keynes’s 
scheme of deferred pay is in effect a form of taxation. 
It is a mistake to regard it as “ forced saving ’”’ to be 
contrasted with ‘‘ voluntary saving,’ for its immediate 
effects (apart from the psychological difference) are pre- 
cisely the same as the effects of a corresponding increase 
in income-tax. Its advantage over income-tax lies in 
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the great social and economic benefits which would 
follow from its repayment, but these would lie in the 
future and have no effect upon the current situation. 

To finance war expenditure by direct taxation is in 
some ways the ideal solution. It is the most thorough 
and the least complicated of all methods of dealing with 
the problem of excess purchasing power, and it makes it 
possible to divide the burden of the war fairly and 
openly amongst the community. But it leaves a serious 
loophole. When the rate of taxation is high enough 
appreciably to threaten the standard of comfort, anyone 
who owns wealth is strongly tempted to pay his tax 
out of capital and continue to consume as much as before. 
So long as this is possible, the appeal for “‘ equality of 
sacrifice ’’ has no meaning, and the purpose of taxation 
in cutting down expenditure is partially frustrated. 

To be effective, therefore, heavy direct taxation must 
be backed up by some control over capital consumption. 
Stock Exchange dealings and the sale of real estate 
would have to be subject to license, and the banks 
would have to co-operate by refusing overdrafts except 
for approved purposes. Much could be done by these 
means, though spending of cash hoards or realizing 
valuables could not be checked, and no doubt bootleg 
credit could not altogether be eliminated. 

These proposals sound drastic and disagreeable in the 
extreme, but whatever we may do we cannot avoid the 
disagreeable. If we reject rationing as too cumbersome 
and taxation as too unpleasant, we must be prepared to 
endure the high prices, the shortages and the queues. 
And we must find some means to relieve the intolerable 
hardships of the pensioners, the low-wage earners and 
the large families, whose small money incomes reduce 
them to a starvation standard of life when prices rise. 
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War Finance and the Banks 
in 1940 


NY review of banking during the past year 
A necessarily resolves itself into an examination of 
the part which the banks have played in the 
finance of the war. As everybody knows, the finance of 
the Government deficit has in fact been achieved only 
with the help of a substantial expansion in bank credit, 
and the crux of the financial problem is whether this 
expansion has or has not been inflationary in tendency. 
This is the subject of much controversy. Mr. Keynes, 
whose lack of faith in conventional budgeting and 
voluntary savings led him a year ago to put forward 
his well-known plan for deferred pay, has fairly recently 
taken a reassuring view of the financial position, though 
maintaining that drastic methods will be needed to 
avoid inflation in the long run. Considerably less com- 
placent views are expressed by Mrs. Joan Robinson in 
another article in this issue. 

Thus it should be borne in mind that a mere review 
of banking trends can in itself throw no light on the 
soundness of our financial policies one way or the other. 
It is, of course, true that the extent of recourse to the 
banking system measures the gap between the Govern- 
ment’s financial needs on the one hand and its revenue 
from taxation, extra-budgetary receipts and loan 
subscriptions from the public on the other hand. Credit 
expansion, however, is in no way inflationary, as is 
now more widely recognized, if idle resources exist 
which can be drawn into employment, or even after this 
economic slack has been taken up, if the public is pre- 
pared to increase its cash holdings—that is, to effect 
part of its saving in monetary form. But if a review 
of the banking position cannot hope to resolve the 
inflation controversy, it nevertheless provides a useful 
factual background for any discussion of this problem. 

What then are the facts? So far as central bank 
credit is concerned, the expansion on the year has been 
comparatively small, as is shown by the analysis of 
Bank return changes in the table on p. 15. It will be seen 
that there has been an increase during the year of {50 
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million in the note issue, brought about, of course, by an 
increase in the fiduciary issue to £630 million, since the 
Bank now holds only negligible quantities of gold. The 


ANALYSIS OF BANK RETURNS 


1940 1939 
Average Average 
Nov. 20 Nov. 22 Change 
to to on 
Dec. 11 Dec. 13 Year 
{m fm {m 
Notes : Issue Sa = .. 630-2 580-2 + 50-0 
In Circulation ade se o- ware 533-7 + 63-6 
Reserve sls oe a it 34-0 47-6 — 136 
Total securities .. a -. keel 142-1 + 26-0 
Public deposits .. na a 22-0 39-3 — 17:3 
Bankers’ deposits .. 7 -> 2112 92-6 + 186 
Other accounts... ae a 51-1 40-0 + 11:0 
Total deposits x 184-3 171:9 + 12-4 


whole of the additional notes were drawn into circulation 
during the year, together with a further {13.6 million 
formerly held by the Banking Department, whose 
Reserve has therefore been depleted by this amount. 
This decline in the Reserve has been considerably more 
than offset by an increase of {26.0 million in the Banking 
Department’s securities holding, with the result that the 
Bank’s total deposit liabilities show an increase of 
£12.4 million. 

Practically the whole of this additional credit has, 
however, been absorbed into ‘‘ Other Accounts,’ which 
have recently been running at very much higher levels. 
This no doubt reflects the accumulation of liquid funds 
by the central banks of sterling area countries and by 
some of the new extra-budgetary funds (such as the 
commodity war risk fund) set up during the year. The 
combined total of bankers’ deposits and public deposits, 
which mainly influence the credit position from week to 
week, shows practically no change on the year; but 
public deposits have been running considerably lower, 
and bankers’ deposits correspondingly higher, than a 
year ago. It is this release of credit from public accounts, 
rather than the expansion in the credit base through 
securities operations, which forms the counterpart of 
the increase in bank cash. In addition, the clearing 
banks, as shown by the Bank of England Statistical 
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Summary, were holding in their till reserves in November 
some {7 million of the additional notes withdrawn from 
the Bank during the war. 

As will be seen from the next table, the additional 
bank cash reserves have been needed to carry the 
increased deposits which provide by far the most im- 
portant part in the increased monetary holdings of the 
public. After a less than seasonal decline from the 
December, 1939, peak of £2,440-9 million (at that time a 
record level) deposits have been rising very rapidly since 
April to fresh record levels, reaching a new all-time 
high of £2,701.9 million in November with an expansion 
of as much as £357°3 million on the year. Since the 
outbreak of war, this represents an expansion of no 
less than £456°8 million ; and it may be noted that the 
increase has come about notwithstanding the restraining 

CLEARING BANK RETURNS 
Average 11 months 


November Change Jan. to Nov. Change 
1940 1939 1940 1939 


(£m) (£m) (£m) (£m) (£m) (£m) 
Deposits... ... 2,701-'9 2,3446 +357-3 2,479-1 2,230-4 +248-7 
Cash ... ane .-- 2849 245-2 + 39-7 263-2 242:'7 + 20-5 
Call money ... ..- 1403 1418 — 1-5 147-5 1464 + Il 
Discounts ... «os 986-7 353-3 — 146 378°8 247-9 +1309 
Treasury deposits ... 236-0 — + 236-0 50-8 — + 50:8 
Investments .. 7428 6108 +132-0 656-4 60755 + 489 
Advances ... ... 923-5 995-2 — 71-7 959-9 989°'7 + 29:8 


influence of heavy gold losses and the large surplus 
income of the extra-budgetary funds. In the earlier 
stages of the war, no doubt, this increase in bank credit 
was balanced by some expansion in total production ; 
but the persistence of unemployment at a fairly high 
level, coupled with the absorption of man-power into 
the services on a large scale, makes it quite certain that 
this has not been the case in recent months. 

That the rise in the cost of living has nevertheless 
been gradual can be explained only by a decline in the 
average rate of turnover of these increased deposits— 
that is, by an increased demand for liquid assets. Thus 
the uncertainties connected with the beginning of air 
attacks on London led to an abnormal demand for cash, 
and at one time in August the note circulation showed 
an expansion of more than {roo million on the year. 
Notwithstanding the intensification of air attacks in the 
succeeding weeks, notes thereafter began returning from 
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circulation and by December the increase on the year 
had actually fallen below {60 million—striking testi- 
mony to the general confidence of the public. For their 
part, companies have been prevented by 100 per cent. 
E.P.T. from distributing to shareholders any large 
proportion of their war profits. On the contrary, large 
sums have had to be set aside as a provision for future tax 
liabilities ; and owing to the danger of air-raid damage 
to industrial undertakings there was a very considerable 
reluctance to invest these balances in long-term securities 
until the introduction of the Government’s war damage 
bill last month.* The fact that it has been possible to 
expand bank credit by more than 20 per cent. without 
setting up any intense inflationary pressure can thus be 
explained partly by restraints on the spending of the 
additional money which can hardly be expected to 
operate henceforth. Indeed, the remarkable strength of 
the gilt-edged market during the past few months is the 
clearest evidence that could be desired that any excep- 
tional demands for liquidity have now been satisfied up 
to the hilt. 

The technique of this Government borrowing through 
the banking system is indicated by the movement in the 
individual assets, and in particular by the marked 
divergencies shown by the table between the net change 
in the various items and their average change over the 
eleven months period. On the average, it will be seen, 
deposits were {248.7 million higher than in 1939, and 
by far the most important counterpart of this movement 
was an expansion of no less than £132.0 million in call 
money and discounts. Taking November alone, on the 
other hand, deposits show an increase on balance of 
£357.3 million, of which the chief counterpart is provided 
by Treasury deposits of £236.0 million, money market 
assets actually showing a decline of £16.1 million. 

The reason for the sharp contrast is, of course, the 
invention of the Treasury deposit receipt system intro- 
duced in July. Until August the Treasury bill retained 


* These factors were reflected in an actual decline in bank clearings 
in each of the final five months of the year, although deposits naturally 
showed the greatest increase during that period, and although the 
clearing figures now include many items which formerly went through 
other channels. 
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its former position as the chief vehicle of Treasury 
finance. At the beginning of the financial year the 
weekly offer of tender bills was restored from {50 million 
to £65 million a week. The outstanding issue conse- 
quently expanded rapidly from its seasonal low of 
£675 million at the end of April to £836 million in August, 
in which month clearing bank bill holdings reached a 
new peak level of £430.1 million. This was by far the 
highest figure since the early days of the cheap money 
period in 1932-3 and represented an expansion of no 
less than {151.0 million on the year. From that point 
onwards, however, Treasury bill finance was largely 
discarded in favour of the new Treasury deposit system, 
under which the clearing and Scottish banks are informed 
each Friday of the amount which the Treasury expects 
to require in this form during the following week. In 
recent months almost the whole of the uncovered deficit 
has been financed by this means, and no less than £210 
million of the £236 million of Treasury deposit receipts 
held by the banks at the end of November were acquired 
during the preceding three months. 

Though the new system has worked smoothly, it is 
still difficult to see that its introduction served any par- 
ticular purpose. On the one hand there is no reason to 
suppose that the discount market could not handle a 
weekly offer of tender bills in excess of £65 million. 
Total applications during the first half of the year 
seldom fell below the {100 million mark and it was 
evident that as credit expansion proceeded the total 
applied for would increase. It may be granted, on the 
other hand, that the tender system is lacking in flexibility, 
since the Treasury has to estimate its requirements for 
some ten days ahead. But this drawback does not apply 
to the direct sale of tap bills to the banks, a method 
which was extensively employed during the second 
quarter of the year when the authorities were unwilling 
to increase the weekly tender offer (although the deficit 
was averaging £39 million a week) and had not yet 
invented the Treasury deposit. Indeed, for all practical 
purposes, the Treasury deposit receipt is absolutely 
equivalent to a six-months’ “tap” bill. It is true 
that provision has been specifically made for the banks 
to withdraw Treasury deposits before maturity if their 
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cash reserves are depleted by subscriptions to Govern- 
ment loans, whereas convention forbids the rediscount 
with the central bank of bills which have once entered 
their portfolio. If it were desired merely to bestow 
greater flexibility on the credit system, however, this 
could have been done, without depriving the discount 
market of one of its few remaining functions, by per- 
mitting the market in similar circumstances to borrow 
from the central institution at current money rates 
instead of at the penal Bank rate. Once direct relations 
have been opened up between the central banks and the 
clearing banks, in any case, none of the established 
conventions retains any great significance. 

While it has no apparent functional significance, the 
Treasury deposit system nevertheless leads to a some- 
what more logical floating debt structure. In general, it 
can be said that the tender Treasury bill issue has now 
been stabilized at around £845 million, so that the money 
market has dropped out of the picture as a medium of 
fresh finance. Tap bills, on the other hand, are now 
reserved almost entirely for the public departments, so 
that changes in their amount afford a fair measure 
of the Government’s extra-budgetary receipts; while 
Treasury deposits have consequently become the active 
portion of the floating debt and the chief medium of 
deficit financing through the banking system. 

The varying methods of deficit finance and their 
relation to banking trends are brought out in the detailed 
analysis contained in the next table. In the last quarter 
of 1939, it will be observed, practically the whole of the 
deficit had to be financed by floating debt, of which 
the bulk represented tender Treasury bills taken up by 
the banking system. During these three months, the 
banks money market assets shot up by £126.5 million, 
accounting for the greater part of the jump of {162.8 
million in deposits over the period. With the opening 
of the savings campaign, reliance on floating debt 
fortunately became less pronounced. In the second 
quarter of 1940, for example, a deficit of over £500 
million was met (thanks to the flotation of the new 
3 per cent. War Loan) with an increase of only £173.4 
million in floating debt, of which no more than {£39 
million took the form of an increase in the tender 
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Treasury bill issue. By no means the whole of the 
additional tap bills were taken up by public departments, 
however, as is evident from the jump of £73-0 million 
—or almost twice as much as the increase in the tender 
issue—in the banks’ money market assets. 


Public 
Deficit Depts. Tender 
for Floating Floating Treasury 
1939-40 Period Debt Assets Bills 
Oct.-Dec. au ~ 336-5 + 2993 + 493 + 250-0 
Jan.—Mar. ie ae 120-0 — 440 — 170 — 290 
Apl.—June va - 506-6 + 173-4 + 1344 + 39-0 
July—Sept. joi oe 651-0 + 4741 + 2840 + 66-0 
Oct.-Nov. a os 505-6 + 3038 + 1495 + 90 
Banks’ 
Money 
Market Bank Treasury Invest- 
1939-40 Assets Deposits Deposits ments Advances 
Oct.—Dec. sie .. $1265 +1628 —— +64 — 89 
Jan.—Mar. - ..— 31-1 — 776 — + 20 + 42 
Apl.—June a .- + 73:0 +1061 — +249 — 43-7 
July—Sept. is ..— 52 +1273 + 915 +609 — 25-7 
Oct.-Nov. ‘s ..— 60 +1052 +1445 +457 — 133 


Of the £474 million increase in the floating debt 
during the following quarter, no less than £284 million 
represented an addition to the floating assets of the 
public departments, indicating exceptionally large extra- 
budgetary receipts at this time—no doubt on account of 
heavy dollar expenditures incurred in taking over raw 
materials originally destined for France. Although the 
tender issue rose a further £66 million during this period 
the banks’ money market assets actually declined by 
£5.2 million, while during the following two months an 
increase of {9.0 million in the tender issue was associated 
with a sharp fall of as much as £66.0 million in money 
market assets. In three months, in fact, the banks’ bill 
holdings dropped by as much as {91.4 million to £338.7 
million at the end of November, a decline of {14.6 
million on the year as compared with an expansion of 
£151.0 million at end-August. 

The explanation of this fall in money market assets 
is two-fold. On the one hand, it reflects the running off 
of the tap bills sold to the banks before the introduction 
of the Treasury deposit system. On the other hand, it 
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reflects the increase in outside competition for bills and 
the consequent contraction in the volume of bills which 
the money market is able to supply to the banks. Though 
the Treasury deposit system absorbs the surplus cash of 
the clearing banks themselves, the expansion in bank 
deposits represents among other things an increase in 
the cash reserves of outside banks and other financial 
institutions, who seek to employ these idle funds more 
remuneratively in Treasury bills. In consequence, total 
applications at the Friday tenders have recently risen to 
new record levels for all time (exceeding {150 million 
on some occasions) with the result that at the end of 
November the market syndicate’s quota fell as low as 
20 per cent. The market’s attempt to replenish its 
portfolio by the desperate expedient of cutting its tender 
rate to within an insignificant fraction of the I per cent. 
cost of clearing bank till money was, as might have been 
foreseen, only temporarily successful. 

Owing to this situation, a large proportion of the 
issue of Treasury deposit receipts has not brought any 
fresh funds to the Exchequer, but has been required to 
offset a decline in the banks’ money market assets. Thus 
the Treasury deposit system has itself required to be 
supplemented by another form of Government borrowing 
through the banking system, namely bank subscrip- 
tions to the new 24 per cent. National War Bonds. 
In the first half of the year the recovery of {27°6 million 
in investments from their February low of £608°6 million 
was, no doubt, due largely to actual purchases of securities 
in the gilt-edged market, encouraged by the declining 
tendency of interest rates. It may be noted that any 
bank subscriptions to the 3 per cent. War Loan issued in 
March can have been only on a very small scale. On the 
other hand, the rapid increase of {106-6 million in the 
subsequent five months, carrying the banks’ securities 
holdings to a new all-time peak of £742-8 million in 
November, was undoubtedly due in the main to National 
War Bond subscriptions. Though investments in con- 
sequence now represent some 530 per cent. of the banks’ 
capital and reserves, the nature of the latest expansion 
makes it reasonable to suppose that the banks’ vulnera- 
bility to a decline in gilt-edged values has not thereby 
been greatly increased. 
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Any increase in holdings of gilt-edged, of course, 
represents direct or indirect lending to the Government.* 
The same is true in the long run of any increase in bank 
cash, which can only temporarily be brought about by 
drafts on the Exchequer’s current account balances and 
over a period must reflect on absorption of Government 
securities by the central institution. Thus it may be 
said that, although the rise in deposits is only £357.3 
million (of which, moreover, {38.2 million reflects a mere 
increase in transit items), the Government’s total 
borrowing through the banking system over the year 
amounted to no less than {391.6 million. A useful offset 
to this expansionary lending to the Government has 
been provided by the repayment of advances to private 
customers, which have fallen almost without interruption 
since March and on balance show a contraction of 
£71.7 million. 

This decline does not, fortunately, indicate any failure 
on the part of the banks to finance essential production, 
nor even any marked pressure for the repayment of 
outstanding loans. In the first months of the war, 
undoubtedly, producers engaged even on essential work 
did experience some difficulty in securing adequate bank 
finance. This was perhaps inevitable, for in war-time, as 
previously pointed out in our columns,f it is necessary 
to throw overboard many criteria of sound lending in 
normal times, such as a due relation between bank 
accommodation and the borrowers’ own assets. The 
rapid expansion in the war sector necessarily meant that 
precisely those firms engaged on the most vital produc- 
tion were already over-trading grossly by normal stan- 
dards and must be encouraged to expand still further. 
Exporters, in particular, found exceptional difficulty in 
persuading the banks to meet their need for enhanced 
working capital resulting from the withdrawal of financial 
facilities by overseas countries, the rise in prices and the 
greatly extended period of voyages. 

For some months past, however, a satisfactory system 
has been in operation for overcoming these difficulties. 
Even in wartime the concept of credit-worthiness cannot 

* If the securities are bought in the market, this enables the Depart- 


ments to sell without depressing values. 
t See “ Lending Policy in War-time,” November, 1940. 
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be dispensed with entirely, for even where a producer is 
in possession both of a Government contract and of the 
resources for fulfilling it, the goods have to be inspected 
before payment is made, to ensure that they comply 
with specification. Thus it is impossible to lay down 
that a Government contract should automatically carry 
the right to the necessary finance. By close co-operation 
with the Government departments, however, the banks 
are now able to ascertain with reasonable accuracy the 
apparent state of accounts between the department and 
a contractor, and are thus enabled to proceed with some 
confidence in lending against progress certificates. 
Thanks to this system, no sound producer should now 
experience great difficulty in securing finance. The 
decline in advances, in fact, is the natural result to be 
expected from the cessation of loans for various purposes 
which are either no longer needed or are no longer 
considered in the national interest, such as advances 
for carrying Stock Exchange securities. As we have 
shown, no less than £580 million—or 60 per cent. of the 
£954—of advances outstanding in November, 1938, 
would appear to be of the latter type. Hence it is not 
surprising that repayments should even at this stage 
more than offset the increased accommodation to 
producers engaged in the war effort. 

So far as earnings are concerned, the general expan- 
sion in bank assets over the year would normally indicate 
some prospect of increased profits. Assuming the banks 
receive an average return of 2? per cent. on investments 
and of 4 per cent. on advances, the increased average level 
of assets during the year would indicate an expansion of 
some {2,150,000 in earnings. Against this, however, must 
be set sharply increased expenses, in particular for A.R.P. 
purposes and for allowances to staff now with the services. 
Even if this did not absorb the whole of the return on 
the additional assets, it should not be forgotten that the 
banks, like any other concern, are liable to 100 per cent. 
E.P.T.—a fact which renders meaningless most of the 
controversy about interest rates to be paid on Govern- 
ment borrowing through the banks. Thus the 1940 
accounts are unlikely to show any expansion in profits 
in the general run and it would not be greatly surprising 
if we were even to see some slight reduction in final 
dividends in some cases. 
C2 
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The Finance of the Aircraft 
Industry 


By J. Mead 


production and there is consequently no industry of 

whose activities less is disclosed than the aircraft 
industry. In the absence of official information, it is of 
interest to see what evidence of expansion can be dis- 
cerned from the published figures, and what contribution 
the banking system has been able to make towards the 
finance of this expansion. The capital invested in the 
industry under peace conditions is not vast and probably 
does not amount to more than about {25 million, though 
this figure includes only companies directly producing 
aircraft or their engines and does not make provision 
for specialist subcontractors turning out component 
parts. The Hawker Siddeley Aircraft Company is 
dominant in the industry with issued capital of about 
£54 million. Government policy, applied through the 
medium of the Capital Issues Committee, ensures that 
the wartime expansion of output is not allowed to 
attract permanent capital from the public in the hope 
of high profits. Other methods of finance are intended 
to be relied upon. In reality, of course, the additional 
finance required is not so great as the degree of expansion 
might suggest, for the rate of turnover has been stepped 
up remarkably. In many types of trading this can be 
managed without proportionately increased resources so 
long as sales are made for cash. 

The relative smallness of the industry under pre-war 
conditions can be gauged also from the Ministry of 
Labour employment analysis, which brackets aircraft 
work with production and repair of motor vehicles and 
cycles.* This entire group was credited in July, 1932, 
with 252,000 insured workers (more than 20 per cent. 
were then unemployed) out of a total of about 13,000,000 


ie this war nothing is more important than aircraft 





* It is also noteworthy that a Research Committee of the British 
Association produced a record of British industry as lately as 1938, 
‘ Britain in Recovery,’’ and scarcely mentioned our aircraft trade. 





eee ETa= 





== FF ae ae ee 





FINANCE OF AIRCRAFT INDUSTRY 25 


insured persons in Great Britain and Northern Ireland. 
By July, 1937, the figure had grown to 352,000, the 
corresponding figure for July, 1938, and July, 1939, being 
388,000 and 459,000 respectively.* Beyond the fact that 
unemployment in the group is now running at about 
4 per cent. no later figures have, of course, been published. 
An important factor in the subsequent expansion has 
been the diversion of labour from the motor trade to 
aircraft. Before the war the motor industry was 
producing some 500,000 vehicles annually, of which 
about 100,000 were exported. Even allowing for the 
wartime export drive and motor output for military use, 
it is obvious that the prohibition of private car sales must 
drive a large proportion of motor trade labour to aircraft 
work. The probability is that appreciably more than 
half a million men and women are now engaged directly 
or indirectly in aviation output.f 

In terms of pounds sterling the present and prospective 
turnover of the industry is also difficult to estimate. 
Mr. Jesse James, administrator of the Federal Loan 
Agency, announced a month or two ago that during 
the first year of the war the United States sent to Great 
Britain 743 aeroplanes (all types) valued at $53,000,000, 
which averages about £17,800 each. Taking this as a 
rough guide to costs of home production and presuming 
that on the home front alone we are aiming to equal, if 
not exceed, the estimated German production of about 
22,000 craft a year, our domestic expenditure would 
amount to £400 million a year. Even if this assessment 
were as much as double the eventual cost, the task of 
carrying such an enormous turnover on the relatively 
slender peacetime resources of the industry is self- 
evident. Much of its permanent resources are in any 
case sunk in land and buildings. 





* Total insured persons at July, 1939, over 14,000,000. 

¢ Comparison with U.S. figures is significant. Speaking at a general 
meeting of the Aeronautical Chamber of Commerce in New York early 
in December, its President revealed that American aircraft industry 
had already 165,000 workers engaged, which would increase to 
382,000 by June next. He declared that the number of workers in 
sub-contractors’ factories would bring the total engaged in the pro- 
duction of aviation equipment to about 500,000. 
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The table opposite summarises the main balance-sheet 
items on the last two accounting dates of eight prominent 
aviation equipment concerns and shows the rise in the 
figures after an interval of one year. The period covered 
is far too early for the full effect of war production to 
be reflected in the table, but the figures are nevertheless 
significant. Although balance-sheet data indicate the 
trade position only at a particular point of time, an 
estimate of turnover can be deduced. In addition, the 
table brings out clearly the growing importance of pro- 
gress payments to the manufacturer. As explained in 
THE BANKER recently,* the Government has instituted 
a system of paying for work done as it proceeds (irres- 
pective of invoicing or delivery) against claims by con- 
tractors, certified by independent accountants. Payment 
is made at frequent intervals, usually monthly, considered 
sufficiently short for the contracting companies to 
finance materials and labour without straining unduly 
their ordinary pre-war resources. The table shows con- 
clusively that in many instances reliance on bank bor- 
rowing is still essential in spite of progress payments 
on a large scale. Although Boulton Paul Aircraft, for 
instance, had as early as July, 1939, received nearly 
£1,700,000 cash, on account of stock and work in hand 
valued at over {£2,500,000, borrowing from bankers 
amounted to £344,000. Unfortunately it is not possible 
to quote parallel figures for the group of companies as a 
whole, since accounting practice varies and certain 
balance sheets contain only a reference to progress 
payment receipts without stating the figure.f 

Disclosed progress payments of over {9,000,000 plus 
the amount undisclosed, sufficiently illustrate the useful- 


*See “Progress Certificates as a Banking Security,” THE BANKER, 
November, 1940. 

+t Accountants adopt three methods of expressing the position in 
this respect. Work in progress may be shown: (1) gross, less a 
deduction on the assets side for receipts on account. (2) net on the 
assets side, accompanied by a statement that an unspecified deduction 
for progress receipts has been made. (3) gross on the assets side, with 
progress receipts shown on the liabilities side, presumably since 
receipts on accounts may technically be returnable if output supplied 
is not up to standard. No common principle seems to have been 
adopted in the accounting profession, but if different usage is justified 
by different circumstances it is difficult to detect them. 
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ness of the practice. On the other hand, borrowing from 
banks of over £5,000,000 (plus £3,500,000 borrowed on 
banking lines from another source in the case of the 
Hawker-Siddeley Company) exemplify the shortage of 


Stock 
and Stock | Shown 
Issued Work in and as 
Company and Capital Bank Progress | Work in | Received 
Balance Sheet plus Advances} (after Progress on 
Date Reserves deducting} plus account 
cash on | Debtors of 
account) Progress 


(£000) (£000) (£000) (£000) | (£000) 
Hawker-Siddeley Aircraft 


Co., Ltd.— 
July 31, 1938 a 6,117 694 3,658 6,052 2,740 
* a 1939 ‘se 6,027 Nilt 4,725 8,515 4,842 
Bristol Aeroplane Co., 
Ltd.— 
December 31, 1938... 4,370 Nil 2,489 4,468 —t 
“ 1939 ... 4,470 2,298 4,678 7,817 —t 
Blackburn Aircraft Co., 
Ltd.— 
March 31, 1939 por 1,302 962 1,375 1,850 1,371 
- 1940 sai 1,375 861 991 1,750 2,640 
De Havilland Aircraft Co., 
Ltd.— 
September 30, 1938... 1,400 392(a)| 1,346 1,973 333 
oe 1939... 1,450 517 999 2,331 —t 
Parnall Aircraft, Ltd.— 
July 31, 1939 ‘a 779 275(b) 752 986 —t 
ae 1940 ae 778 450(c)} 1,139 1,725 —t 
Westland Aircraft, Ltd.— 
June 30, 1939 ie 447 80 305 482 —t 
al 1940 a 467 362 854 1,171 —f 
Boulton Paul Aircraft, 
Ltd.— 
July 31, 1938 ae 418 88 306 325 374 
oe 1939 529 344 867 879 1,677 
Aircraft Components, 
Ltd.— 
March 31, 1939 ic 207 108 221 394 132 
ye 1940 tick 207 284 296 623 118 
Totals, 1938/39 soe | 15,089 1,904 10,452 16,529 4,949 
“a 1939/40 coe | 15,303 §,112 14,549 24,812 9,278 
(omitting 
Hawker- 
Siddeley) 





* Figures for the Hawker-Siddeley Group. 
+ Not divulged. 
~ Replaced by outside debenture. 

(a) Including Acceptance Credits. 

(b) Plus £100,000 from Prudential. 

(c) Plus £250,000 from Prudential. 
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working capital which progress payments alone are not 
adequate to offset. This can, of course, be attributed 
to the very substantial debtors, tabulated at over 
£10,000,000. Retention money for past work may colour 
this item to a large extent, and it is a drawback of the 
progress payment system that it does not sufficiently 
take into account the large sums that may be locked up 
under this heading even over a relatively short period, 
such as twelve months. 

Reverting to turnover, it is axiomatic that in a 
healthy business stock and/or work in progress bear a 
relationship to annual output, which remains fairly con- 
stant. Debtors also, if they are normal, often show, 
according to the industry, a typical ratio to turnover. 
In the table shown, debtors are unfortunately peculiar 
to current conditions, for in the main the companies are 
paid (e.g. by the Government) before debtors appear in 
their books. 

From the figures of stocks, work in progress and pro- 
gress payments it may be deduced (in thus attempting 
to adjust for undisclosed progress payments) that uncom- 
pleted work at the latest balance-sheet date amounted 
to some {24 million. It may be presumed that stock 
and work are turned over at least every two or three 
months, but no closer estimate can be made of the 
output of the industry as a whole than to say that the 
figures are not inconsistent with annual production of 
the order of £400 million. Given the comparatively 
slender resources of the companies, the finance of an 
output on this scale is a task of some magnitude, 
though it is clearly being achieved without hindrance. 
Bankers’ advances are not heavy relatively to the sums 
involved, but they have provided an important contribu- 
tion to the finance of this most vital of all our industries 
and are likely to increase. 
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The War Damage Bill 


HOUGH the Government’s War Damage Bill has 

| been warmly welcomed and applauded in principle, 
Parliamentary and other discussion has revealed 

a host of criticisms of its specific provisions. In its passage 
through the House, therefore, the Bill is almost certain 
to be substantially revised and it would consequently 
serve little purpose at this stage to do more than indicate 
some of the more important improvements which might 
usefully be effected in a fundamentally sound measure. 
The basic criteria by which the Bill has to be judged 
are clear. Its whole object is to ensure that the damage 
wrought by Nazi bombs does not become a personal 
catastrophe for the unfortunate individual owner but a 
national charge distributed as fairly as may be over the 
community as a whole. Thus the Bill fails of its purpose 
if the burden of contribution or the benefit of compensa- 
tion is distributed inequitably between different sections 
of the community, or if it fails to deal with any important 
sources of individual hardship arising out of war damage. 
Can the present Bill be regarded as entirely satis- 
factory in these respects ? So far as concerns the broad 
apportionment of contributions in the aggregate, the 
provisions appear reasonable. Property owners will 
bear the first £200 millions. the State (which means 
largely property-owners in their capacity as taxpayers) 
the second £200 millions and thereafter owners and the 
State in equal proportions. That contributions should 
not constitute an allowable expense for taxation purposes 
is also reasonable, since otherwise the so-called contri- 
butions would come very largely out of the yield of E.P.T. 
When we come to consider the allocation of the burden 
between different sections, however, objections soon 
begin to appear. The voluntary nature of the chattels 
scheme, for example, has been the subject of severe 
criticism as an abandonment of the basic principle of 
spreading the burden, since it is obvious that the safe 
areas will not insure. And if this departure from strict 
equity is unavoidable, as official spokesmen have claimed, 
on the score that no alternative plan would be adminis- 
tratively practicable, it is by no means proven that 
administrative convenience can justify the host of 
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anomalies that must arise out of the use of Schedule A 
assessments as the only basis of contributions under the 
property scheme. Since Schedule A takes into account 
site values, which are higher in the towns than in the 
country, this must partly vitiate the compulsory nature 
of the scheme by heavily loading the liability to premiums 
against the urban areas. 

What is perhaps more important, the site value 
element in Schedule A must give rise to the most glaring 
inequalities in the assessment of different properties 
within the towns. In all cases where the earning power 
of the property is derived partly from its situation, 
the premium liability will be correspondingly higher 
than that of an equivalent structure whose value depends 
solely upon the bricks and mortar in it, and which would 
cost just as much to replace if it were destroyed. This 
is not a question merely of minor differences between 
one property and another. An instance was actually 
quoted in Parliament of a shop worth £3,000 per annum, 
of which the actual structure could be rebuilt for only 
£1,500. It may be correct to claim, as official spokesmen 
have done, that the Schedule A assessment does broadly 
measure the value of the interest which would be lost if 
the property were destroyed ; but Schedule A certainly 
does not measure the cost of replacing the actual property 
liable to damage, which one would imagine to be the 
only reasonable basis of contribution. 

Admittedly, any scheme which involved a fresh 
valuation of all properties would be administratively 
unworkable ; admittedly, too, there would be objections 
to accepting without qualification the individual owner’s 
assessment of capital value as expressed in fire premiums. 
Nevertheless, there should clearly be some _ broad 
relationship between annual contributions under the Bill 
and the capital cost of the building as such, a relationship 
which over the field of property as a whole has been 
estimated by the sponsors of the Bill itself as 4 to % per 
cent. Surely it should be possible to devise some means 
of using fire insurance premiums as a cross-check upon 
the Schedule A basis, in order to minimise the disparities 
resulting from site values? The official explanation 
issued with the Bill instanced an annual liability of 
£5 on a {1,000 house. If the owner could show, for 
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example, that his contribution on a Schedule A basis 
would be more than {10 in respect of a property on 
which fire insurance had been taken out only for £1,000, 
it would be clear that the Schedule A assessment must 
include a substantial site value element and some 
reduction in contributions should be made on this 
account. 

Another departure from the basic principle of making 
war damage a national instead of a personal charge is 
involved in Clause 19 which limits the right to pass on 
a share of contributions to the landlord or mortgagee 
only if the annual value of the house does not exceed 
£100 (or of a farm £250). This seems on the face of it 
to be a quite pointless discrimination. 

On the side of compensation, owners who qualify 
for a ‘“‘ cost of works” payment—and this is apparently 
envisaged as the normal case—will have no cause for 
complaint, since they will receive physical restoration 
of their property. With the unfortunate minority 
to be compensated by a “ value payment,” on the other 
hand, the position is far otherwise. Where the cost of 
rebuilding would exceed the value of the property when 
restored, it will not be rebuilt, unless it is decided to 
do so “ in the national interest.’’ Instead the owner will 
receive a monetary payment equal to the loss in value 
on the basis of prices current at March 31, 1939. Since 
building costs will inevitably have risen considerably 
since that date, it will be seen that the value payment is 
likely in most cases to fall substantially short of the value 
of the property if it had been replaced. This particular 
section of property owners, in other words, is being 
singled out for partial compensation instead of com- 
pensation in full. 

That it would be uneconomic to sink current resources 
in rebuilding a property whose value would not cover the 
cost of restoration is perfectly clear. But this does not in 
the least lead up to the conclusion that the owner should 
be given only the pre-war monetary value. If he is to 
receive the same treatment as property owners in general, 
the compensation payment should clearly equal the value 
of the property if it had been restored: for example, 
if it would cost {£2,000 to restore a house which cost 
£1,000 in March, 1939, and would be worth only £1,500 
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when rebuilt, the compensation payment should not 
be {1,000 but £1,500. It may be noted that the method 
of deciding when compensation shall take the form 
of a value payment instead of a cost of works payment 
implicitly assumes that the value of the property after 
restoration can be accurately determined in advance. 
In defending the pre-war value basis, the spokesman 
for the Bill argued that compensation must be provided 
only for war damage and not for loss in value due to 
other causes. This is perfectly correct but is beside the 
point. To provide compensation for war damage alone, 
the owner must be put in the same position as he would 
have been if his property had escaped injury; and 
this means that he must receive either physical restoration 
of the property or the post-war value that the property 
would have had if it were still intact. And pre-war 
valuation can no more be defended on the basis of 
administrative ease than of logic or equity. 

Finally, it is to be regretted that the Bill makes no 
provision either for immediate financial compensation 
or for interim compensation in respect of loss of incom 
from the damaged property. Yet some of the most 
severe hardships caused by war damage are those arising 
from loss of income (for example, to property concerns 
and to individuals who have to pay for alternative 
accommodation). To leave this problem untouched 
is, therefore, a serious defect in the Bill. The nearest 
approach to interim compensation is the provision that 
value payments are to carry interest at 24 per cent. 
but this clearly bears no relation to the normal return 
upon property and in any case will not be currently 
payable. In reality, there is a good case for immediate 
payment not only of income but of the capital sum, 
since one of the chief advantages of a detailed Bill 
instead of a nebulous promise of post-war compensation 
is that it would permit a great simplification of the 
contractual structure erected on damaged property. 
The owner of a small equity in a bombed house would 
be able, if he wished, to pay off his building society 
straight away and both parties would know where they 
were. Naturally, the payment should not take any 
form which could be converted into immediate purchasing 
power. Any issue of a negotiable security, for example, 
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such as has been suggested in some quarters, would 
clearly be contrary to the national interest, since by 
selling their bonds the recipients would be able to 
compete with the Government for the flow of current 
savings. No such objection, on the other hand, would 
apply to payment in the form of blocked bonds. And 
if these were to carry interest at, say, 6 per cent. until 
rebuilding or the making of a value payment (and in 
the latter case 24 per cent. thereafter) two serious 
inadequacies in the present Bill would be corrected at 
one stroke. Only by changes on the lines suggested 
above can the Bill be made a really efficient instrument 
and it is to be hoped that Parliamentary discussion will 
secure the modifications which are needed. 


Blocked Sterling 
By C. J. Shimmins 


T was not until November 23, 1940, that the term 
L: blocked sterling ”’ first attained legal significance in 
this country. This date did not, however, mark the 
actual genesis of “‘ blocked sterling ’’ as there has been, 
ever since the imposition of exchange control in 
September 1939, a certain quantum of “ blocked 
sterling ’’ in the accumulation of those applications for 
sterling transfers to non-residents which have been 
refused by the Exchange Control. The purpose of the 
blocked sterling regulations was little more than to 
enable debtors in this country to obtain a legal discharge 
from foreign creditors. Thus, in the case, for example 
of the winding-up of a trust estate, where a legacy is pay- 
able to a non-resident beneficiary, the executor (or his 
law agents) may submit an application on Forms A 3, 
A 2, or E tr. If this is approved for payment to a 
blocked sterling account, the executor cannot be sued if 
the creditor refuses to accept a discharge in this manner. 
The following payments to non-residents will usually 
be approved by the Control Office for credit to a blocked 
sterling account. 
(a) Sterling proceeds of securities drawn for re- 
payment or maturing after November 23, 1940, or 
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surrendered after that date for encashment before 
maturity. Building Society Shares are treated as 
securities, but mot National Savings Certificates, 
3 per cent. Defence Bonds, or Treasury Bills. As 
regards life policies, where these mature or are sur- 
rendered the proceeds may still be placed to a 
“ free ’’ sterling account, but if these are sold or loans 
obtained, the proceeds must be placed to a blocked 
account. 

(b) Amounts to be distributed following the sale 
or winding-up of companies or dissolution of 
partnerships. 

(c) Legacies and similar payments. 

(d) Capital Payments arising out of settlements. 

(e) Proceeds of sale of real estate, furniture, 
pictures, jewellery, or other movable assets situated 
in the United Kingdom. This does not apply to 
imports in the usual course of business. 

No interest is allowed on these accounts, but the 


account holder may instruct the bank to invest the 
balance of the account in any of the following securities, 
which may then be registered or inscribed in the name 
of non-resident or bank’s nominee company (no advance 
can be given against the securities) : 


232% Annuities. 

24% Annuities. 

4 %, Consolidated Stock, 1957, or after. 

24% Consolidated Stock, 1923, or after. 

5 % Conversion Stock, 1944-64. 

34% Conversion Stock, 1961, or after. 

3 % Conversion Stock, 1948-53. 

24% Conversion Stock, 1944-49. 

2 % Conversion Stock, 1943-45. 

4 % Funding Stock, 1960-90. 

3 % Funding Stock, 1959-69. 

23% Funding Stock, 1952-57. 

24% Funding Stock, 1956-61. 

Guaranteed 44% Bonds (Registered as to principal and interest). 

Guaranteed 3 % Stock, 1939, or after. 

Guaranteed 23% Stock, 1923, or after. 

Guaranteed Land Stock, 1921, or after. 

Local Loans 3 % Stock, 1912, or after. 

3 % National Defence Stock, 1954-58. 

24% National War Bonds, 1945-47. 

24% National Defence Bonds, 1944-48 (Registered as to principal 
and interest). 

3 % Redemption Stock, 1986-98 
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4 %, Victory Bonds (Registered as to principal and interest). 

34% War Stock, 1952, or after. 

3 % War Stock, 1955-59. 

Investment may be made direct in any of the securi- 
ties without the necessity of opening a blocked sterling 
account. Interest on them may be remitted in the usual 
manner or credited to sterling area accounts. It is 
possible to sell or transfer the securities to another non- 
resident, provided permission on Form L is obtained 
from the Bank of England. Transfers from one blocked 
account to another are forbidden, which should prevent 
the possibility of an exchange rate for blocked sterling. 

The collecting and paying bankers will find added 
responsibilities in obeying crossings which were never 
envisaged by those responsible for framing the Bills of 
Exchange Act 1882. The collecting banker receiving a 
cheque or warrant crossed ‘‘ Payable to blocked sterling 
“account of payee only”’ must stamp the cheque 
“Received for credit of a blocked sterling account ”’ 
adding name of bank and branch; and if the cheque 
or warrant is received from an address outside the 
sterling area Form A (certifying that there is no con- 
travention of the Trading with the Enemy Act 1939) is 
required, and if received from a registered account 
country (U.S.A. and Dependencies or Switzerland) a 
further declaration on Form B is essential. The paying 
banker cannot pay such cheques unless he is in possession 
of a Form A 3, A 2, or E I approved by the Bank of 
England for making such payments. If payment is 
made, the paying banker will endorse the form “‘ Payment 
made to blocked sterling account at ................eceeeees 
EE. ntecdeninanndecnas Branch or satisfy himself that the 
bank to whom payment is made being on the list of 
approved banks.* It will be noticed that only the Bank 
of England can approve such forms. 


*The banks authorised to open blocked sterling accounts are: 
In Great Britain: Bank of Scotland, Barclays, British Linen, 
Clydesdale, Commercial Bank of Scotland, Coutts & Co., District, 
Glyn Mills & Co., Lloyds Bank, Martins, Midland, National, National 
Bank of Scotland, National Provincial, North of Scotland, Provincial 
Bank of Ireland, Royal Bank of Scotland, Union Bank of Scotland, 
Westminster, Williams Deacon’s. In Northern Ireland: Bank of 
Ireland, Belfast Banking Co., Hibernian Munster & Leinster, National, 
Northern, Provincial Bank of Ireland, Ulster Bank. 
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It has been estimated that the flow of funds coming 
within these regulations would amount to around 
{200,000 monthly. As the non-payment of interest on 
such accounts will encourage investment in the 
specified securities, the innovation of blocked sterling 
accounts should help the gilt-edged market to a limited 
extent, as well as conserving exchange resources. 

It would appear from the instructions issued to the 
banks that these blocked sterling accounts be kept at any 
office, and one small country office may then have a 
single account running for a trivial amount. From the 
point of view both of economy and of supervision it 
would be preferable if these blocked accounts could be 
kept only at the Foreign Departments or Foreign 
Branches of the approved banks. 


Continental Banking Under Nazi 
Rule 


By Paul Einzig 


misfortune is to belong to the German Raubwirt- 

schaftsraum (plunder economy) is the encroach- 
ment of the invader upon the banking system of the 
conquered nations. This encroachment assumed various 
forms, ranging from the establishment of German banks 
in occupied territory to the acquisition of political or 
financial control over the local banks. In every instance 
a Kommissarischer Verwalter (administrator) was ap- 
pointed to supervise the activities of the banks. Drastic 
measures were introduced compelling the surrender to 
the German authorities of gold, foreign notes, foreign 
balances and foreign securities. In many instances the 
withdrawal of deposits was made subject to restrictions. 


"T mis main feature of banking in the countries whose 
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Central Banks were subjected to German control of a 
particularly far-reaching nature. They were forced to 
finance occupation expenses and the acquisition of goods 
by the invaders. In all instances, the result of the 
German occupation has been a more or less serious 
inflation of currency and credit. In some cases, the 
national Central Banks were replaced by German insti- 
tutions, or, alternatively, new German-controlled banks 
of issue were created side by side with the national 
institutions. 

To survey the countries in the chronological order of 
their conquest, in Czecho-Slovakia the National Bank 
was placed under German control immediately after the 
occupation of Prague by the appointment of a Kommissar 
with a number of Reichsbank officials to assist him. The 
gold stock of the National Bank was seized, in so far as 
the Nazi authorities were able to lay hands on it. Strict 
control was enforced, particularly over the National 
Bank’s foreign exchange transactions. Contrary to the 
terms of an agreement concluded shortly before, the 
Reichsbank re-issued the Czech notes withdrawn from 
the Sudeten districts. The National Bank had to 
inflate in order to finance the occupation expenses and 
the production of war materials by Czech industries on 
account of the Reichswehr. Several important Czech 
commercial banks came under German control as a 
result of the German measures against the Jews which 
ruined many of these banks’ clients and placed them in a 
difficult situation. The leading German banks took 
advantage of their difficulties to acquire their shares at 
a nominal price. 

In the case of Poland, the Bank of Poland succeeded in 
transferring its head office to London. Its gold reserve 
was removed from Poland in good time. The Germans 
first operated through Reichskredits-Kassen branches 
established in various Polish cities. Subsequently they 
established the Emissionsbank in Polen, whose notes 
became the sole legal tender. The Bank of Poland’s 
notes were withdrawn from circulation at short notice. 
Owing to the plunder of Polish firms by German occupa- 
tion authorities, several banks got into difficulties, but 
the restrictions upon the withdrawal of deposits enabled 
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them to survive. The leading German commercial 
banks established branches in various Polish cities. 

In Denmark, the National Bank was forced to grant 
advances to cover German occupation costs. It also had 
to finance Danish producers whose products were taken 
for export to Germany, and who were to receive pay- 
ment through the hopelessly frozen Danish-German 
clearing or were given requisition notes payable after the 
war. The Bank of Norway in Oslo came under German 
domination before the board had a chance to escape. 
The Government appointed a new board, which is 
established in London and is, of course, the only legiti- 
mate board. In spite of this, the German authorities 
forced the old board—which had been dismissed by the 
Government—to remain in office and to continue to 
issue notes which in the circumstances must be regarded 
as forgeries. 

In Holland, the Netherlands Bank was placed under 
the supervision of Herr Wohltat, the super-negotiator 
who was in London shortly before the war. Its main 
function, like that of the Central Banks of other con- 
quered countries, consists in financing German occupa- 
tion costs and the acquisition of Dutch goods by 
Germany. The guilder has twice been devalued in terms 
of reichsmarks, and is now grossly undervalued for the 
benefit of German importers. Dutch standstill creditors 
were able to sell their registered marks to the Netherlands 
Bank at the official exchange rate, and other blocked 
Dutch balances in Germany were also released. The 
result of this was a boom on the Amsterdam Bourse 
which was confined, however, to Dutch securities ; 
Dawes and Young Loans actually depreciated until the 
German authorities suspended their quotation. 

In Belgium a new Central Bank was established which 
is working under German control in close collaboration 
with the National Bank of Belgium. The latter’s gold 
having been removed to a safe place abroad before the 
occupation, the new bank issues its notes against the 
“security ’’ of Belgian clearing claims against Germany. 
The private safes in banks were sealed and the banks 
were instructed not to allow their clients to gain access 
to these safes except in the presence of the German 
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Kommissars. Banking activity in occupied France is 
very restricted, as most banks have evacuated their 
head offices to unoccupied territory. The Reichskredit- 
Kasse opened branches in all the big towns in occupied 
territory, and has flooded the country with its notes. 
The French public has to accept these notes under 
threat of court-martial. The Paris branches of British 
banks were closed down. Fortunately, the Bank of 
France removed its gold from Paris in good time. In 
unoccupied France, the head offices of the Paris banks 
are established in Vichy, Clermont-Ferrand or Mar- 
seilles. The Bank of France ceased to publish its returns 
after the collapse in June, but it was officially announced 
that it had granted the Government an advance of 
50 milliard francs to finance the payment of occupation 
costs. This amount is believed to have been exhausted 
by the end of October, and the note circulation of the 
bank has increased to a corresponding extent. The 
Bank of France’s gold is partly frozen in the United 
States, while part of it is held in Martinique and at 
Dakar. 

Banking prospects under the “‘ new Order in Europe ” 
are none too bright. The chances are that the Central 
Banks will gradually be reduced to German Government 
agencies, while the commercial and other banks will be 
starved into surrendering their control to German banks. 
The deliberate demobilisation of industries (except those 
working for the German armed forces) will inflict heavy 
losses upon the banks. Their turnover is bound to 
decline, and they will have to carry considerable amounts 
of bad debts. The only prosperous enterprises will be 
those working for the German Government, and they 
will be financed mainly by German bank branches 
established in occupied countries. In the circumstances 
the national banks will find it increasingly difficult to 
work at a profit. They will also suffer through a gradual 
depreciation of the national currencies, which undoubtedly 
will be repeatedly devalued as and when this is con- 
sidered to be advantageous to Germany. 
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Bank Accounts in Enemy 
Areas 
By Colin Graham 


settlement of accounts has yet been possible 
between British banks operating in France and 
their customers, and indeed a great number of legal and 
practical issues affecting the obligation to such depositors 
still awaits solution. So far as the Channel Islands’ 
customers of British banks are concerned, it will be 
recalled, Lord Wardington was able to give a general 
assurance in the House of Lords that customers of 
British banks in Guernsey and Jersey who had not 
remained in the islands would be paid their sterling 
balances. After a preliminary period for investigation 
of claims, such people were in fact paid in full. Any 
delay there may have been was due to the fact that, in 
spite of the duplication of vital records, it could not 
be known with precision what transactions had been 
passed at the branches in the final day or two of turmoil 
before the Germans obtained control of the Islands. 
Contrary to expectations in some quarters, no 
parallel responsibilities were admitted in this country in 
relation to the depositors of banks in France, Italy or 
elsewhere operated by banking interests here. This 
policy was, of course, decided upon only after the most 
careful consideration of all sides of the question, and it 
is believed that some banks, at any rate, took counsel’s 
opinion on the question. Fortunately, the legal position 
seems to accord reasonably well with what most people 
would consider just and reasonable in the circumstances. 
Although case law does not furnish precedents for all the 
detailed issues involved (such as the responsibility of a 
parent institution towards depositors of subsidiary banks 
abroad, and the different considerations applying to 
sterling and currency balances), the general position 
seems clear enough. On the central question whether 
a customer is entitled to repayment of his balance 


S « months after the collapse of France, no official 
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anywhere except at the branch holding the account, 
the arguments in George Clare & Co. v. Dresdner Bank 
Ltd. (1915, 2, K.B. 576) are particularly relevant. The 
plaintiff had an account at the Berlin branch of the 
defendant bank, which had its head office in Germany 
and a branch in London. The plaintiffs wrote to the 
London branch demanding payment of the balance due 
on the account at the Berlin branch, and upon refusal 
to pay sued the bank without having made any request 
to the office in Berlin to pay or remit the balance in 
London. Mr. Justice Rowlatt held that the plaintiffs 
were not entitled to demand payment from the London 
branch and that there had not been any breach by the 
defendant bank of any obligation to the plaintiffs. 
Incidentally the learned judge held that “there is no 
obligation on a bank to pay in one country a debt due 
to a customer on current account in another country.” 
The fundamental importance of demand for repayment 
at the proper place is the essence of this case. A little 
earlier it had been held (in Leader v. Direction der 
Disconto Gesellschaft (31 T.L.R. 83) that a foreign 
banking company in this country can be used under 
British laws in respect of a debt contracted by and pay- 
able at its Head Office abroad (and presumably also at 
a branch abroad) provided that a proper demand to pay 
or remit to England at the customer’s expense has first 
been made to the bank abroad. 

As may be supposed, the first principles of the 
relationship between debtor and creditor figured 
prominently in these disputes. In this country a debtor 
is bound to seek out his creditor and pay him, in the 
absence of any special contract to the contrary. That 
there is such a special contract in banking business has, 
however, been well established for a long time. The 
words of Lord Campbell in Woodland v. Fear (1857) 
so clearly drive this home that they can hardly be 
bettered. Though intended to apply primarily to 
domestic banking, they lose no force when different 
countries are being viewed: “ To hold that a customer 
of one branch keeping his account there has a right to 
have his cheques paid at all or any of the branches is to 
suppose a state of circumstances so inconsistent with safe 
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dealing on the part of the banker that it cannot be pre- 
sumed without direct evidence of such an agreement, 
and the giving and accepting of a cheque book seems 
intended to guard against such an inference.’’ Mr. 
Justice Rowlatt had this under consideration when he 
said in the Dresdner Bank case that locality is an 
essential part of a debt due by a banker to his customer.* 
It follows that the general rule can only be upset by a 
demand for special repayment elsewhere. 

From these authorities it seems evident that when 
war intervenes, to break off a part of a bank, say in 
France, from another part of the same institution in this 
country, a successful claim for recovery of the French 
balance could only be made in London following a 
demand at the proper branch, say Paris, to transfer a 
credit balance to the United Kingdom. It might be 
sufficient that a demand for immediate cash had been 
made at the counter in Paris which for obvious reasons 
of pressure could not be met. In either case, the fact of 
demand made and acknowledged in France would be 
extremely difficult to prove owing to enemy control of 
the area concerned. 

Actually, as it happens, the branch institutions of 
British banks on the continent are usually separate legal 
entities, so that the parent banks themselves would 
not be liable even if the requisite demand could be 
shown to have been made abroad before the enemy 
marched in. Another factor enters, tending to favour the 
claimant depositor, should the continental subsidiary be 
a company registered in England, for it will then have 
its entity here and probably some of its assets. 
On the other hand a banking company registered, for 
example, in Italy, cannot be sued in this country in war- 
time since in effect it no longer exists here, unless there 
are English assets under the protective administration of 
the Board of Trade.f 





* It may the noted that the converse is not applicable ; for instance, 
a borrowing customer of a French subsidiary can be sued in this 
country for a debt due in Paris. 

t This is the practical view, although technically an action can be 
brought, in view of the conclusion reached, as stated above, in the 
Leader case. 
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Similarity of title between relative British and 
foreign banks provides the basis for an opinion some- 
times expressed that the parent bank should protect its 
good name by meeting at any rate the sterling depositors 
in the books of its continental offshoot. This has been 
done in certain circumstances, by way of advance 
against such sterling deposits, though without recognition 
of legal liability. Turning away from legalities to 
the common sense considerations which underlie bank- 
ing policy on this subject, it is plain that a man who 
banked in Monte Carlo had his account there, 
whether in sterling or currency, from motives of personal 
convenience or profit. In practice he would seldom be 
justified in arguing that but for the name of the local 
bank and its connection with London he would never 
have had such an account in such a place. No implied 
warranty can be assumed that in banking where and 
with whom he did his deposits were to be held protected 
against any sort of calamity. Banking in a foreign 
country, he must accept the risks attaching to property in 
that country. Next, it must be said that lack of access 
to the records of a French or Italian bank is in itself an 
insuperable obstacle. Such branch managers as escaped 
to England did so equipped with little more than per- 
sonal recollection of the state of customers’ accounts. 
Finally, from any practical viewpoint a debt to a British 
resident in French francs or Italian lire, even if it were 
capable of proof and then legally enforceable, would still 
seem to have a doubtful quality, for at what rate would 
sterling settlement be effected and under whose 
authority ? Given the legal complications, it is indeed a 
tribute to fair play in British banking that no litigation 
has so far been necessary to settle the large number of 
cases involved. 
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War Finance in the Dominions 


N view of the widespread attention which has been 
focussed upon the question of war finance in this 
country in recent months, it is of interest to consider 

the way in which the Dominions have tackled the problem 
of financing war-time budgetary deficits. Despite the ener- 
getic nature of the steps taken by the various Dominion 
Governments to expand production, the process has not 
entailed such an enormous outflow of Government 
money per head of population in those territories as it 
has at home. In the first place, much of the Dominions’ 
war effort takes the form of additional production of 
food and raw materials and is represented to a much 
smaller extent than in Britain, by an expansion of 
industrial production. Secondly, a large part of Dominion 
war expenditure is in respect of military forces overseas, 
and does not add greatly to purchasing power within the 
Dominions; in consequence it does not stimulate 
inflationary tendencies there. The problem of obtaining 
the finance for such overseas expenditure has been 
further eased by the readiness of the British authorities 
to provide the necessary sterling when required. 

In view of her geographical position, Canada has 
naturally been called upon to make a _ particularly 
vigorous effort to expand production both of agricultural 
and of industrial goods. War expenditure has risen so 
rapidly that the Finance Minister recently stated that 
as much as $1,000 millions might have to be raised by 
borrowing in the present financial year instead of the 
$500 millions originally expected. Public loans issued for 
the purpose of obtaining the necessary finance have not 
been a wholehearted success and much of the required 
amount has consequently had to be secured by borrowing 
from the banks. Up to now the burden has been shared 
more or less equally between the chartered banks and 
the Bank of Canada. Thus, during the twelve months to 
August last, security holdings of the chartered banks 
increased by $61 millions, while those of the Bank of 
Canada increased by $55 millions (if allowance is made 
for the $325 millions of short-term securities issued to 
the bank by the authorities against the transfer of gold 
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and foreign exchange holdings to the Foreign Exchange 
Control Board.) 

Despite the intense activity in Canada reflected in 
the national expenditure figures, the expansion in bank 
deposits has assumed surprisingly small proportions. 
During the first year of the war Canadian deposits with 
the chartered banks increased by only $114 millions to 
$2,679 millions or by 43 per cent. This was entirely 
represented by an increase in demand deposits from 
$705 millions to $877 millions, time deposits showing a 
substantial decline over the same period. Foreign deposits 
with Canadian banks have also continued to decline, 
the August, 1940, figure of $403 millions being 
$98 millions lower on the year. 

The most important reflection of the Canadian boom is 
to be found in the increase in the note circulation. By 
October last, the amount of Bank of Canada notes in active 
circulation had increased to $266 millions compared with 
$115 millions just before the war. The note circulation 
of the chartered banks has movea little from the 
$90 millions level over the same period, so that the total 
of notes held by the public has increased by some 74 per 
cent. since the beginning of the war. This increase is 
much greater than appears to be justified by the increase 
in employment and the advance in Canadian prices 
alone. The employment index advanced from 115-0 to 
136:2 between August, 1939, and October, 1940, or by 
some 18 per cent. Over the same period the index of 
wholesale prices rose from 72-4 to just over 83, or by 
144 per cent. The increase in the active note circulation 
therefore appears to be due at least in part to increased 
hoarding activity which, in turn, explains the com- 
paratively small increase in bank deposits. The dis- 
continuance of remunerative rates of interest on bank 
deposits has provided a similar stimulus to note hoarding 
in the United States in recent years. 

In view of the practice of the Dominion authorities of 
providing Government finance for many war-time 
industrial developments, the Canadian banks have not 
experienced such a revival of the demand for loans as 
might have been expected. In the year to August last, 
it is true, loans to the public increased by $116 millions 
to $940 millions, but much of this movement reflected 
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increased finance to farmers in respect of the wheat 
carry-over, which has this year reached new record 
levels thanks to the shutting off of erstwhile markets in 
Europe. Unfortunately for the chartered banks there is 
no indication that any big demand for industrial finance 
will arise and their main war-time job will thus be to 
provide the finance for Government war borrowing. 

The position of the South African banks was so liquid 
before the war began that war financing has so far placed 
little or no strain upon the monetary system. The 
first Budget estimates for the year 1940-41 provided 
for the financing of only {SAz2 millions of the Union’s 
war expenditure by borrowing but the developments of 
the summer, and particularly the entry of Italy into 
the war, necessitated a very considerable revision of 
the original estimates. In consequence, the amount 
to be raised by borrowing soared to {SA30.3 millions, 
of which the public were asked to provide {SA18 millions, 
the balance coming from the Public Debt Commissioners. 
South Africa took this in its stride, public issues quickly 
realising the full {SA18 millions required. 

The security holdings of the commercial banks have 
materially increased since the beginning of the war, 
and although this is doubtless explained in part by 
contributions to Government loans, an equally important 
factor has been the repatriation of external debt, a 
movement rendered possible by the very substantial 
improvement in the trade balance. The value of the 
gold output (all of which is absorbed by the British 
authorities) amounted during the first six months of 
this year to {SA58 millions compared with {SA46.3 
millions during the same period of 1939, while the value 
of other exports increased by £{SA7.6 millions during 
the same period. As the commercial banks adhere to 
the practice of balancing assets and liabilities in the 
various countries in which they operate, the Reserve 
Bank has been left to accumulate in gold and foreign 
exchange the monetary proceeds of the favourable 
trade balance. This explains why in the year to the 
end of October its holdings of coin and bullion increased 
by {SAr10.4 millions to {SA4o.2 millions and its invest- 
ments and other assets by {SA14.1 millions to £SA34.4 
millions. 
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These additional assets held by the Reserve Bank 
are represented among liabilities mainly by greatly 
increased indebtedness to the commercial banks. Bankers’ 
deposits, indeed, increased by {SArI.g millions during 
the year to October last to £SA37.5 millions. This 
means that practically the whole of the additional 
deposits accumulated by the commercial banks since 
the war began are represented, among assets, by cash 
items. In the year to the end of June last, deposits 
with the commercial banks increased by £SA13.5 
millions to {SAr111 millions. Over the same period, 
security holdings increased by {£SAz2.7 millions to 
£SA18.3 millions, but against this discounts and advances 
were down by {SA3.1 millions to {SA51.2 millions. 
The war has created some additional demand for bank 
loans in connection with the financing of the establish- 
ment of secondary industries, but against this the 
demand for agricultural loans has fallen as a result 
of large-scale crop purchases by the British Govern- 
ment. 

The best indication of the increase in economic 
activity is provided by the jump in the note issue from 
£{SA16 millions at the outbreak of war to £SA23.5 
millions at the end of October last. This is due in part 
to the rise in employment and in part to the rise in prices. 
The index of wholesale prices advanced by some 12 per 
cent. during the first year of the war. This upward 
movement was mainly due, however, to the increase 
in the cost of imported articles arising from higher 
freights. Clearly South Africa stands in no serious 
danger of inflation at present. 

In Australia the advance in prices has been somewhat 
larger than in any other Dominion. In July last, the 
wholesale price index reached 1,011, representing a jump 
of 14.6 per cent. when compared with August, 1939. 
Australian export trade has benefited greatly from the 
war, but as imports have shown a similar expansion, 
partly owing to the importation of non-essentials, 
London funds have not derived any benefit. That 
these funds have increased none the less—the London 
reserves of the Commonwealth Bank at the end of 
June stood at £A5g9.1 millions, or £A24 millions higher 
than a year earlier—is due to certain capital transfers, 
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the mobilisation of foreign stocks and exchange control 
operations. 

Though exchange for war expenditure abroad is 
loaned by the British Government, the Australian banks 
have, of course, been required to supply substantial 
amounts to meet war expenditure within the Common- 
wealth as well as to finance public works expenditure, 
which does not appear to have been cut down as severely 
as might have been wished in order to divert labour and 
capital to war production. Between June, 1939, and 
June, 1940, Treasury bill holdings of the trading banks 
increased by £Ar14.4 millions to £A38.3 millions, while 
other Government security holdings advanced £A21.6 
millions to £A43.7 millions. The Commonwealth Bank 
has reduced its holding of securities but this decline was 
more than offset by an increase in holdings of Treasury 
bills, presumably to provide temporary finance for Gov- 
ernment borrowing programmes. Such lending is clearly 
reflected in the great increase in Commonwealth Bank 
deposits—{A24 millions in the year to June last, of which 
only £A8.5 millions was represented by additional trading 
bank balances. 

In the year to June last, the deposits of the trading 
banks increased by £A2g.8 millions to £A353.1 millions. 
Some £A8.4 of these additional deposits were represented by 
cash and the rest by Government securities. Advances 
showed a net decline of £A4 million to £A286.8 millions, 
an increased demand for loans from industry being coun- 
terbalanced by the reduced requirements of primary 
producers. At the recent meeting of the Bank of New South 
Wales, Mr. Robert W. Gillespie pointed out the need for 
curtailing both Australian overseas spending by restric- 
ting imports, and internal spending by increased taxation. 
He held that bank liquidity, though not excessive, 
would permit of some continued expansion of loans to 
the Government and to essential industry, but stressed 
that new savings would have to be tapped by a reduction 
in consumption. The present reliance upon public loans 
carried the risk that the central bank would be called 
upon to supply deficiencies, “‘a smooth and easy, but 
none the less dangerous, passage to inflation.” 

The financial problems with which the war has con- 
fronted New Zealand are similar to those of Australia. 
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New Zealand has been more successful than Australia in 
scaling down non-essential spending abroad through 
import control, but the efforts made to cut spending 
within the Dominion have been inadequate. In the 
twelve months to July last exports rose from {£NZ57.7 
millions to £{NZ67.3 millions, whereas imports fell from 
£NZ56 millions to £{NZ46.1 millions. The failure to 
restrict non-essential expenditure at home is doubtless 
partly explained by the fact that more than half the 
Dominion’s war expenditure is being spent abroad, the 
funds being loaned by the British Government. Of the 
amount to be spent at home only £NZ3.6 millions is to 
be raised by loan, but besides this as much as {NZ15 mil- 
lions is to be borrowed for public works expenditure. 
Part of this amount will, however, be covered by com- 
pulsory loans. 

The task of absorbing Government loans not taken 
up by the public was shared by the Reserve Bank and the 
trading banks. During the year to August last, Reserve 
Bank advances to the State increased by £NZ7.3 millions 
to {NZ26.9 millions. Over the same period, the security 
holdings of the trading banks expanded by some £NZ5 
millions. By contrast, the demand for loans from the 
public has steadily contracted, the net fall in the year to 
August last being {NZ7.4 millions to £{NZ45.4 millions. 

Thus the increase of {NZ11.6 millions to £NZ78.6 
millions in trading bank deposits was almost entirely 
represented by liquid assets, balances with the Reserve 
Bank being higher by £NZ5 millions, while London 
balances were some {NZg millions above the corre- 
sponding 1939 level. Thus it appears that the some- 
what expansionist policy of the Reserve Bank has been 
countered by the extreme caution of the trading banks, 
which may explain why the rise in New Zealand whole- 
sale prices in the first year of war was of the compara- 
tively moderate order of 13 per cent. 
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Indian Banking and Finance 
in 1940 


HE inherent soundness of the Indian Banking 
Structure has been well exemplified by the com- 
paratively stable banking conditions which have 
prevailed in India during the past year. Naturally, 
the violent territorial changes in Europe which have 
robbed India of important markets for her exports, 
and the general deterioration in trading conditions 
throughout the world, have had serious repercussions 
on Indian economic life. But the co-ordinating and 
strengthening influence which the Reserve Bank has 
been able to exert has prevented any major monetary 
disturbance. 

Notwithstanding freight difficulties and the restric- 
tions which a war economy has necessarily imposed on 
the country’s external trade, the values of imports 
and exports of merchandise have continued to run at 
fair levels, the favourable balance of trade in merchandise 
alone averaging about Rs.3 crores per month. Com- 
modity prices advanced sharply at the beginning of 
the war, but have since receded considerably. The 
fall has, however, tended to eliminate excessive specu- 
lation and the position to-day is much sounder. The 
demands made by the war on industrial production in 
India have mainly centred round the iron and steel 
industry, which has been working to capacity, but the 
Government of India is energetically taking steps to 
expand other industries in connection with the country’s 
defence needs. Plans formulated at the recent confer- 
ence in Delhi of the representatives of Empire countries 
east of Suez, together with the quickened activity in 
the Middle Eastern theatre of war, should result in a 
considerable broadening of Indian industrial effort, as 
well as a sustained demand for the products of the 
cotton, jute and cement industries, which after a 
period of early activity have been lately somewhat 
depressed. 

Internal trade, as evidenced by the figures of Bankers’ 
advances, Clearing House Returns and the statistics 
showing the movement of funds by telegraphic transfers 
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between banking offices in India, was well maintained 
during the year. The total advances and Discounts 
of the Scheduled Banks remained mostly at a level 
well over 50 per cent. of their Demand and Time liabilities, 
a record figure being reached in March, 1940, when the 
weekly average was 62.73 per cent. Total Deposits also 
were running at record figures in the early months of the 
year (Rs.250-Rs.260 crores) a considerable expansion 
of currency having taken place since September, 1939. 
The active note circulation in India and Burma on the 
outbreak of war was about Rs.196 crores from which 
date it rose steadily to about Rs.250 crores by June, 
1940, though the latest available figures show a subse- 
quent decline of about Rs.20 crores. Currency expansion 
has been mainly against the purchase of Sterling, the 
Reserve Bank’s Sterling Assets having risen by about 
Rs.30 crores between September, 1939, and January, 
1940, and by about another Ks.30 crores since. The 
ratio of Gold and Sterling Assets to Total Notes issued 
remains very high (about 68 per cent.) and it must be 
remembered that the Gold holding is still valued at the 
statutory price of Rs.2r annas 3 per tola as against 
the current market price of gold of about Rs.41 per tola. 
In May and June, 1940, the developments on the con- 
tinent induced considerable nervousness among certain 
classes of bank depositors in India and this manifested 
itself in large scale withdrawals of cash from the banks 
and in an accelerated demand for Rupee coin in exchange 
for Notes. The Scheduled Banks had little difficulty 
in implementing their cash resources to meet these 
withdrawals, which on balance amounted to about 
Rs.12 crores. Those banks which required temporary 
assistance were speedily helped by the Reserve Bank. 
This assistance was confined to about Rs.4 crores, as 
shown by the increase in the figures of “‘ Bills Discounted ” 
in the Banking Department’s statements between May 24 
and July 5. In passing, it may be observed that the 
Reserve Bank appears to be having some success in its 
efforts to overcome the misguided prejudice which 
exists among bankers in India against seeking temporary 
accommodation from the Central Bank by discounting 
marketable assets. 

Coincident with these withdrawals of cash, Rupee 
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coin, which had been trickling out of the Reserve Bank’s 
coffers since the war in opposition to the previous 
tendency to flow in, now began to move out at a greatly 
increased rate. Between the end of May and the 
beginning of July, the Reserve Bank’s holdings of Rupee 
coin fell by about Rs.17 crores, and it was evident 
that much of the coin withdrawn was being hoarded. 
This deflationary tendency was offset by the Bank 
increasing its holdings of Sterling and Rupee Securities 
by Ks.1z and Ks.g crores respectively in the same 
period. On June 25 a Government notification was 
issued penalising the acquisition of Rupee coin in excess 
of personal or business requirements, and this slowed 
down the outflow of silver rupees. In July further 
measures were announced to conserve the Reserve 
Bank’s stocks of coin, and to economise in the use of 
silver for coinage. These measures were to be the 
reduction of the silver content of the 8 as. coin to 50 per 
cent. (the 4 as. coin had been similarly reduced in 
February), and the issue of the one-rupee paper note. 
The previous lowest value of the paper note had been 
five rupees. In the last few days the Government of 
India have announced that the one rupee coin is also 
to be minted in future with only a 50 per cent. silver 
content as against its present basis of 4 fine, a step 
which represents a sharp break with tradition. How 
the Indian people will react to this change cannot be 
foretold, but it is clear that the authorities must have 
weighed carefully all the factors involved before reaching 
a decision which represents such a break with the past 
history of Indian coinage. 

In the Government security market also the events 
of May and June culminated in a severe fall in prices. 
Three and a-half per cent. Paper, which in January, 1940, 
was quoted at about Ks.88, had risen by April to 
Rs.g4, but in May following the invasion of Holland 
and Belgium—the price receded rapidly to Rs.84. The 
Bombay Stock Exchange thereupon fixed a minimum 
price of Rs.83 for this stock, and minimum prices were 
also fixed for other Government stocks. By the end of 
June the public’s nervousness had abated somewhat and 
prices began to recover. It has not been necessary yet for 
the Government to attempt any large scale operations in 
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connection with war finance. In June, subscriptions 
were invited for three types of securities : 10o- Year War- 
Saving Certificates giving a tax free yield of roughly 3} 
per cent. compound interest, Six-year 3 per cent. Defence 
Bonds, and Interest-free Bonds repayable in three years. 
These securities were “on tap’”’ and maximum holdings 
were prescribed in the case of the first two. At the end 
of July a new issue of 3 per cent. Defence Bonds was 
made without any restriction on individual holdings. 
These issues met with a ready response and with returning 
confidence over Rs.27 crores had been subscribed by 
September. On October 1 the Government repaid Rs.20 
crores of maturing 5 per cent. 1940-43 Bonds. 

The Ways and Means position was comparatively 
easy during most of the year, temporary advances being 
taken as needed from the Reserve Bank. The total of 
Treasury Bills outstanding with the public amounted to 
about Rs.34 crores at the beginning of January, 1940, 
and after falling to about Rs.19g crores in May rose again 
to Rs.33 crores at the end of the year. During the first 
six months of 1940 the yield averaged just over 1} per 
cent. for the three months bill, but since then it has fallen 
to about 4 per cent. per annum. Several Provincial 
Governments were borrowers by means of Treasury Bill 
issues and the Governments of the Punjab, United 
Provinces, Madras and Assam also issued 3 per cent. 
Loans repayable in 1952. A matter of some importance 
was the decision announced in February, 1940, to create 
Rupee counterparts of India’s sterling loans to facilitate 
the repatriation of sterling debt. Owing to its largely 
increased sterling balances, the Reserve Bank has been 
able to make large purchases of Sterling Debt on behalf 
of the Government of India. 

With the balance of trade heavily in India’s favour, 
the Rupee-Sterling exchange continued steady, the T.T. 
rate being quoted at 1s. 523d. throughout the year. 
From May onwards a system of licensing imports was 
introduced in order to conserve foreign exchange. The 
control of exchange was also tightened up considerably. 
Early in January the Reserve Bank prohibited the 
transfer of rupees from the account of London banks to 
the accounts of non-Empire banks in India, except 
against an undertaking that the rupees had been obtained 
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at “‘control”’ rates. In March, the exchange proceeds 
of certain commodities were controlled and later the 
system was extended to cover the proceeds of all com- 
modities shipped to the United States and its territories, 
the Philippine Islands and Switzerland. The effect of 
these measures, in conjunction with similar measures 
imposed by the British Exchange control authorities in 
June, was to strike a serious blow at the unofficial 
market in sterling. Previous to this considerable contro- 
versy had arisen in India over the fact that American 
importers of Indian goods were often able to pay for 
these goods in “ free ’’ sterling while the Indian merchant 
had to do all his business at “‘ control”’ rates. Silver 
prices were subject to several unsuccessful attempts by 
speculators to upset the Reserve Bank’s unofficial control 
limits, the upper point of which was equivalent to a 
sterling price of 234d. per oz. With the Bank operating 
both ways, however, the market was steadied from 
time to time, and following the decision to license 
exports of silver from the United Kingdom became very 
narrow. 

In the budgetary sphere, the year 1939/40 closed 
with a substantial surplus. Events since February 
last, when the 1940/41 Budget was introduced, have 
clearly falsified the Pesan then made. With a 
short fall in Customs Revenue together with the call for 
additional expenditure on Defence needs, the Finance 
Member has had to introduce a supplementary Budget. 
This imposes inter alia a 25 per cent. surcharge on all 
taxes on income as from December 1. In present con- 
ditions it would clearly be idle to predict the prospects 
for the Indian banking industry. The criterion of 
sound banking is its ability to weather the stresses and 
strains which temporary economic dislocation imposes. 
Judged by this standard it is quite certain that the 
great majority of the scheduled Banks will justify the 
confidence placed in them. This is hardly the time, 
however, for the Reserve Bank to proceed with the 
proposed Indian Bank Act and no doubt this project 
will be shelved until after the war. 
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City Honours 


There will be great satisfaction in banking circles at 
the distinctions conferred in the New Year’s Honours 
List on three eminent members of the banking pro- 
fession. Sir Robert Kindersley has been created a 
Baron in recognition of his immensely valuable work 
as President of the National Savings Committee. A 
Knighthood has been conferred upon Mr. Charles 
Lidbury, chief general manager and a director of the 
Westminster Bank, who is universally recognized to be 
an outstandingly able joint-stock banker, while Mr. 
K. O. Peppiatt, chief cashier of the Bank of England, 
is created a K.B.E. 


Appointments & Retirements 


British Overseas Banks’ Association 

Mr. P. Huffman, London manager of the Dominion 
Bank, has been elected chairman of the committee of the 
British Banks’ Association for the coming year. 


Eastern Bank 
Sir Bertram Hornsby, C.B.E., has accepted a seat on 
the board of the Eastern Bank. 


Lloyds Bank 
At the Executor and Trustee Department, E.C., Mr. 
W. G. Vandy has retired after forty-five years’ service. 


Martins Bank 

Mr. Robert Vere Buxton, D.S.O., M.A., a member of 
the London board, has been elected to the general board. 
He is also a director of the Imperial Bank of Iran, Anglo- 
Egyptian Oilfields, Caledonian Assurance Co. (London 
board), London, Scottish American Trust, Second London 
Scottish American Trust and United States Debenture 
Corporation. As Lieutenant-Colonel, Imperial Camel 
Corps, Mr. Buxton served with distinction in the Great 
War. 
National Bank of Scotland 

At Head Office, Mr. A. A. Brenner, accountant, has 
been designated “‘ chief accountant.” 

Mr. James Maxwell, who in April, 1939, retired from 
the agency at Renfield Street branch, Glasgow, but on 
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the outbreak of war offered himself for duty again and 
was appointed interim agent at Clydebank branch in 
October, 1939, has relinquished his appointment. Mr. 
James Murdoch, of the branch staff, has been appointed 
agent at this branch. 
Union Bank of Scotland 

The death is announced with regret of Mr. George B. 
Bryce, agent at Cupar Fife branch. Mr. Peter D. 
McLachlan, sub-agent at Riccarton, Kilmarnock branch, 
has been appointed his successor. 
Union Discount Co. of London 

Mr. D. J. Robarts has been elected to a seat on the 
board of the Union Discount Company of London. 


Westminster Bank 

Mr. W. A. Dry has been appointed secretary of the 
bank on the retirement on account of ill-health of Mr. 
J. H. Arnold. 
Williams Deacon’s Bank 

Sir Edward Johnson-Ferguson, Bt., who retires from 
the directorship of William Deacon’s Bank, has decided 
not to offer himself for re-election in view of increasing 
duties in other directions. The directors of the bank 
have elected Mr. Harold S. Kershaw in his stead. 
Yorkshire Penny Bank 

Mr. H. Ashworth, London manager of the bank, has 
been appointed an assistant general manager as from 
January I. 


Obituary 
BARON BRUNO SCHRODER 

The death is announced of Baron Bruno Schréder, 
senior partner in the merchant banking firm of J. Henry 
Schréder and Co., at the age of seventy-three. 

The Baron, who was born at Hamburg in 1867 and 
where he was educated and started business, came to 
London forty years ago at the instance of his uncle, Sir 
John Henry Schréder, to join the business of J. Henry 
Schréder and Co. of which he became senior partner on 
his uncle’s death. He was also the great-nephew of the 
original founder of the business, which was established 
in 1804. He was naturalized in 1914. 





Bank Meeting 


ROYAL BANK OF SCOTLAND 


ASSETS RECORD FIGURE OF £90,000,000 


DUKE OF BUCCLEUCH’S SURVEY 


HE Annual General Court of Proprietors 
‘La The Royal Bank of Scotland, was held 
at Edinburgh on 27th November, 1940, 
The Duke of Buccleuch and 
cc. 9 G., 


Bank, presiding. 


His Grace 


Jueensbe rry, Governor of the 


His Grace said 


I assume it will be your pleasure that the 
Balance 
\uditors’ Report, will be taken as read. 


with 
The 
Report covers a full year of the War period 
ith all its attendant 
notwithstanding the difficulties of the present 


\nnual Report and Sheet, 


uncertainties but 


times, 


the Directors are pleased to be able 
to place before you a Statement which they 


to be satisfactory. 


onsider 


DEPOSITS 


lurning to the Balance Sheet we show 


inder the heading ‘‘ Liabilities ’’ an increase 


f fully Six Million Pounds in our Deposits 
nd Credit Balances which stand in the 
Balance Sheet at £75,091,290. 

Notes in Circulation at {3,795,495 show an 


ncrease over last year’s Figures of almost 


£500,000—a rise in employment and higher 


iges are factors contributing to the increase 


] 


nder this heading 


rhe total of 41,902,169, for Acceptances 
nd Indorsements of Foreign Bills and Other 
than last 


Obligations is considerably lower 


total of £3,418,101. 


The Trade and the 


taking over of the purchases of commodities 


decline in Foreign 
by the Government accounts for the faliing 
otf here. 


LIQUID ASSETS AND 
INVESTMENTS 


On the “ Assets’ side you will see that 
position has 
been than and that our 


holdings of Cash, Balances with the Bank of 


our customary highly liquid 


more maintained, 
3anks, Money in London 
Notice, reach the 

Chis 


England and other 
at Call and Short 
sum of £16,899,010. 
21 per cent. of our liability for Deposits 


large 
sum represents 


and Notes issued 


British Government Securities at 
(28,899,811 are up over 44,000,000 on the 
year. This reflects the support given by the 
Bank to the Government's Loan programmes 


for financing the War. 


I would also draw your attention to the 
new item appearing in our Balance Sheet of 

Treasury Deposit Receipts,’’ which shows 
that at the date of our Balance on 12th 
October, we had £2,500,000 of these Treasury 
I may add, in passing, that the 
since that date 


Deposits. 
amount has been increased 


to the present figure of £6,000,000. 


I can again say that a high proportion of 
our Investments in Government Stocks is in 


Short- and Medium-dated Stocks, and that 








al} our Investments are valued at or under 
Market 


Balance 


prices ruling on the date of our 


BILLS DISCOUNTED 


A turthe: evidence of our liquidity is seen 
in our Bi Portfolio where we show increases, 


not only ‘n our Treasury Bill hoidings. but 


also im our holdings of Commercial Bills, 


notwithstanding the short supply of the 
latter. 
ADVANCES 
In common with other institutions. we 


how a deciune in our Advances which, in our 
ipproximately £2,200,000 lower than 


case, are 


a year ago, notwithstanding the new Advances 


which we have made to Government Con- 
tractors for the financing of Vital War 
Supple 

| have on previous occasions referred to 
the important connections which the Bank 
have had for a number of years in Scandi 
navia and Finland. With the advent o! the 
War ail advances granted in these quarters 
were liquidated, and it ts a tribute to our 


made in 
These 
account for the decline 


borrowers that repayments were 


every case without delay or loss 


repayments partly 


es 


of our Report this year is that 
our Assets have reached the record figure 
90,000,000. 


ol just ovel 


PROFITS 


[he net profit of the year at £557,359 Os. 3d 


i {48,360 7 &d. less than the amount 
declared a year ago. This 1s after providing 
for all Taxation, which has considerably 


vrown, and Charges of Management which 


avain show a further substantial increase 


APPROPRIATIONS 


The Directors are pleased to be in a position 
to recommend that a Dividend for the Half- 
Year on the Capital Stock, at the rate of 
Seventeen per cent. per annum be declared, 
that £50,000 be applied in writing off ex- 
penditure on Bank Buildings and Heritable 


Property, and £30,000 be carried to Pension 
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Reserve Fund. After these appropriations 
there remains the sum of £43,859 Os. 3d 
which it ts proposed should be carried to our 


Inner Reserves against Continyencies. 
BUSINESS OF THE BANK 


I am sure you do not expect me on this 
occasion to give the customary review of 
Scottish Trade, but I would add that the 
business of the Bank and our associated 
maintained and extended 
throughout the year, and that we are doing 


Banks has been 


everything we can to turther the Natonaj 
Efiort, and to bring the War to a victorious 
conclusion the earliest possible moment. 


To fill a Board, Mr 
Kenneth M. Oliphant, W.S., Edinburgh, was 
Mr. Oliphant holds office untu this 
Court when he comes up tor re-election. 


vacancy on the 


elected 


Lord Catto ot Cairncatto, C.B.E., resigned 
his position as an Extraordinary Dhirector 
in July last on assuming the post of Financial 


Adviser to the Treasury. 


| ord 
Director in 


Catto became an Extraordinary 
1933 in 


Lord Inchcape, ana we are ziad to have this 


succession to the first 


opportunity of thanking him for his valuabi 
advice which was always readuy placed at 
our disposal. His wide experience and great 
abilities should find ample scope in the hig 


post he now holds 


LO OFFICIALS AND 
STAFI 


LHANKS 


You will be interested to hear the positiot 
of the Bank Staft as regards Military Service 
Up to date 444 Members, or about one-third 
of the entire Staff, are actually serving wit! 
H.M 
for Dervice. 


Forces, and 61 more have registeré 
We have thought it right t 
3ank shall make up th 
Pay and _ the 


arrange that the 


difference between Service 
Salaries in the case of those thus serving. | 
regret to say that one has already made the 
supreme sacrifice while on active service, and 
we should like to express our deep sympathy 
Eleven others art 


with his relatives 


missing, or known to be prisoners. 


The absence of so many men has necessarily 
thrown a great strain on those who remain, 


and 

have 
with 
all 
and 

clatl 
“te 
the 

The: 
are 

It h 
serv 
volv 
the 

pub 
and 
Mr. 

and 
hav 
tryl 
don 
fort 
The 
stra 
Tha 


subi 





this 


the 
ited 
ded 
Ing 
mas 
Ous 


Mr 





submitted to you to-day, 


and on the Senior Officials and Agents who 
have to re-arrange and carry on the work 
with the help of temporary assistance. To 
all of them, senior and junior, permanent 
and temporary, we express our warm appre- 
iation of the way in which they have 

buckled to’’ and successfully carried on 
the work of the Bank under great difficulties, 
They fully recognize that by d_ing so they 
are playing their part in the National effort. 
It has been our privilege to be of some special 
service in certain important matters, in- 
volving work of an onerous kind, for which 
the Staff concerned volunteered in a very 
public-spirited way. Our special sympathy 
and gratitude are due to our London Manager, 
Mr. Robb, and his Staff, and to our Managers 
and Statf at our other London Offices, who 


have carried on their work under the most 
trying and dangerous conditions, and have 
done so with admirable cheerfulness and 
fortitude, and without loss of efficiency. 
There has, naturally, been a very heavy 
strain on our General Manager, Mr. Whyte. 


That the strain has been borne successfully 


s shown by the results which we have 





and our special 


INf ORE 
RIESE 
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thanks are due to Mr. Whyte and to his 
immediate colleagues, and also to the 
managers at Glasgow and Dundee Offices. 


For some years past the Bank has had a 
special Scheme under which the Staff are 
able to subscribe for National Savings 
Certificates, and I am glad to report that in 
the present year a record support to the War 
Savings Campaign through these Certificates 
has been forthcoming from our Staff. 


APPROVAL OF ACCOUNTS— 
DIVIDEND 


I now beg to propose that the Report, 
containing a Statement of the Accounts and 
Balance Sheet, be and that out 
of the Profits of the year a Dividend at the 
Rate of Seventeen per cent. per annum for 
the Half-Year, under deduction of Tax, 
be declared in conformity 


approved, 


therewith. 


The Report was approved, and_ the 


Governor, Deputy-Governor, Extraordinary 
Directors, and the retiring Ordinary Directors 
Auditors 


year. 


were re-elected, and were re- 


appointed for the ensuing 
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(Meeting 


BANK OF LONDON 


AND SOUTH AMERICA 


BRITISH GOVERNM 


ENT’S TRADE DRIVE 


LORD WARDINGTON’S ADDRESS 


HE seventy-eighth ordinary meeting of 

the Bank of London and _ South 

America, Ltd., was held on December 

17, at the head office of the bank, 6, 7 and 8 

fokenhouse Yard, London, E.( the Rt 

Hon. Lord Wardington (chairman of the 
bank) presiding 


[he Chairman said : When it is considered 
that, before the war, markets on the European 
continent absorbed about 40 per cent. of 
\rgentine and Brazilian exports, at least 
30 per cent. of Chilean products excluding 
nitrate, and some 25 per cent. of Peruvian 
exports—-to mention only four instances—it 
is hardly surprising that the monthly figures 
of shipments from many South American 
countries, after having been maintained 
during the first few months of the war at 
satisfactory levels, bave now fallen’ to 
new low records, and that adverse trade 
balances have emerged 


POSITION IN SOUTH 
The very general sympathy in 
and Central America with the Allied 
has become, if possible, even more intensified 
during the past year, and the various States 
show sympathetic understanding also of 
British economic policy Likewise, Britain 
has the strong desire to do all in her power 
under war-time conditions to ease the burden 
imposed by surplus products upon South 
\merican economy. Britain alone, however, 
obviously cannot deal with so vast a pro 
blem, but recent developments indicate that 
President has much in mind the 
part which can be played by the U.S.A 
rhe position now is that the United States 
and the United Kingdom are practically the 
only two important markets remaining open 
for South American products, and, con- 
versely, are also the chief sources of supply 

to South America 


AMERICA 


South 
cause 


Roosevelt 


On its part, the British Government has 
taken important steps to support the trade 
drive in South America, both to recapture 
import markets now that German com 
petition eliminated, as also to 
replace European markets for 
British rhe primary move in this 
direction the formation early in 1940 
of the Export Council with the object of 
promoting the greatest volume of export 
which could be achieved under war 
conditions, and this Council is now actively 
yperating, assisted by representative groups 
n each branch of British export trade 
Paramount among other developments has 
been the despatch—with the approval of 


been 
lost 


has 
the 
goods 


Was 


trade 


the Governments concerned—of a_ special 
Trade Mission to South America under the 
leadership of Lord Willingdon, who is accom. 
panied by representatives of important 
industrial and export interests. This Mission 
will be able to make specific recommendations 
for the development of British export 
business during the war and for laying 
the foundations for mutual trade thereafter 
Our bank is naturally co-operating fully 
with this Mission, as well as with the officially 
sponsored United Kingdom Commercial 
Corporation, which is extending its operations 
so as to facilitate trade with South America 
| would interject here that we are also work- 
ing in close collaboration with various of 
H.M. Ministries for the protection and further- 
ance of British interests in South America 
under war-time conditions. 
BALANCE SHEET 

And now let us examine our balance- 
sheet, which, despite censorships and irregular 
mails, | am glad to lay before you at the 
usual time. We commenced the year with 
a largely increased turnover in internat’onal 
trade, but as market after market became 
lost to South and Central American countries, 
due to the blockade, it will be no surprise to 
you to see our figures slightly lower than 
those ruling at the outbreak of war. Deposits 
and other accounts show a reduction of some 
£5,091,000, half of which is accounted for by 
the gradual liquidation of forward exchange 
contracts. The other half mainly represents 
a reduction in our liability to depositors 
It is highly encouraging that in a time of 
such unexampled international difficulty the 
prestige of this bank has never stood higher 

Our holding of British Government securi- 
ties is lower by £1,467,000 and_ Foreign 
Government and other securities by 
41,320,000, while, on the other hand, our 
cash in hand at bankers and at call has 
increased by £1,043,000 to a total of 
$22,488,000, which item alone represents 
more than 40 per cent. of our total liabilities 
to the public, revealing a state of liquidity 
which | am sure will be comforting to you in 
these very exceptional times 

Advances and other accounts show 4 
decrease of some £3,158,000 due as to 50 
per cent. to liquidation of forward exchange 
contracts in the ordinary course of business 
[he remainder denotes a lesser demand for 
facilities during the latter months of the 
under review, owing to a diminution ol 
business caused by war restrictions 

Che report and accounts were unani! 
adopted. 


year 
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Bank Meeting 


BARCLAYS BANK (DOMINION, COLONIAL AND OVERSEAS) 


RECORD DEPOSITS 


REVIEW OF TRADE CONDITIONS 


HE fifteenth ordinary general meeting 
To! Barclays Bank (Dominion, Colonial 
nd Overseas) was held on 23rd December 
it 29, Gracechurch Street, London, E.C 
Sir John Caulcutt, K.C.M.G. (the Chair 
nan n the course of his speet h, said 
[urning to the balance-sheet, it will be seen 
hat the current and deposit accounts at 
{126,500,725 show an increase of nearly 
{20,000,000 on last year, and easily constitute 
rd figure for this bank 
n hand, at £42,416,905, has increased 
£8,000,000, and represents a ratio 
ximately 33 per cent. to liabilities 
et profit for the year ended 30th Sep 
1940, after making provision for 
ind for bad and doubtful debts and 
es, amounted to £423,692 2s. 5d 
vement of approximately /9,000 
previous veal The sum ot 
8d. was brought forward from 
1939, making a total to be 
£578,134 3s. Id \ sum of 
been carried to contingency 
ompared with £170,000 last year 
sing this appropriation it is proposed 
final dividend of 4 per cent. (actual 
Cumulative Preference shares, less 
at 8s. 4d. in the /, and 3h pel 
tual) on the \ and B 
tax at 7 4d. in the /, payable 
28th December 1940 leaving 
71,936 9s. 4d. to be carried forward 
regard to the fact that, in the 
certain figures are withheld 
to the business 


th of 


200 000 has 


’ shares 


nterest 
ition which relate 
tion of many of the territories in 
bank ope rates We have det ided 
on this oc summary of 
which has hitherto acc 


of the annual meeting 


ision the 
ompanied 


UNION OF SOUTH AFRICA 
Union of South Africa the hesitant 
utlook which followed the outbreak 
id largely disappeared by the end 
ind since then business has continued 

etly steady lines 

substantial recorded in 
iry figures of the Union’s external 

luring the first months of this year, 
ealthy undertone is evident The 
ontinental markets which formerly 
large portion of the Union's 
ind maize exports has been made good 
conclusion of an arrangement undet 
hese two commodities, among others, 
sold to Great Britain 
of maintaining the 


of 1939 


increase Was 


mportance pro- 


gold mines was stressed 
by the Minister of Finance in the course 
of his Budget speech, when he described 
the industry as the keystone of the Union’s 
structure, and it is satisfactory 
to note that the output of gold continues to 
increase 


NORTHERN AND SOUTHERN 
RHODESIA 

\n encouraging feature of the year in 
Northern and Southern Rhodesia is_ the 

increasing trend in the mineral output 
Che first Southern Rhodesia 
Currency Board notes was put into circulation 
in March last, and Nyasaland has since 

entered into the Currency Board area. 

EGYPT 

In Egypt, cotton growers and exporters 
faced by a difficult situation at the 
end of last summer, owing to limited export 
markets and the uncertainty caused by the 
spreading of the war It is gratifying to 
note that relief was attorded by the agreement 
reached between the Egyptian Government 
and the British Government for the purchase 
by the latter of all the 1940-41 cotton crop 
otfered to them \ cotton buying 
mission has been established which started 
operations in September last, since when 
purchases have continued on an increasing 


scale 


ductivity of the 


economi 


issue ot 


were 


com 


PALESTINI 


In Palestine growers have been 
experiencing a difficult time, and the Govern 
ment, in co-operation with this bank and 
certain other banks operating there, has 
special arrangements with a view to 


industry and affording 


citrus 


made 
safeguarding the 
relief to the farmers 

It is pleasing to note that during the 
past year the internal security of the country 
has shown further improvement, and now 
appears to be almost normal, travel restric 
tions having been lifted in all areas 

WEST INDIES 

Last season’s sugar crop in the West 
Indies and British Guiana was somewhat 
disappointing, owing to unfavourable 
weather The whole of the current crop 
has been purchased by the British Govern 
ment at a price which shows an improvement 
on that of last year to allow for increased 
costs of produc tion 

Che British Government has also purchased 
the citrus crops of Trinidad, Jamaica and 
British Honduras 

[he report was unanimously adopted 























































Bank Meetina 





BANK OF 


NEW SOUTH WALES 





MONETARY SYSTEM 


IN WAR-TIME 





MR. ROBERT GILLESPIE’S REVIEW 





HE Ordinary General Meeting of the 

Bank of New South Wales was held on 

Friday, November 29, 1940, at the Head 
Office, Sydney 

Mr. Robert W. Gillespie (the president) in 

the course of his speech, said: In peace-time 
the resources of the bank are devoted to pro 
moting the steady growth of industry and 
onsequently to raising the standard of living 
But the supreme object of the community in 
var-time is to win the war, which requires the 
temporary abandonment of progress. It en 
tails centralized direction and a strong lead 
from the Government. 

It cannot be stressed too strongly that the 
economic side of waging war is not funda 
mentally a matter of money, but of physical 
factors, men and materials 

PREVENTION OF INFLATION 
NECESSARY 

Whilst in no danger of suffering from an 
extreme degree of inflation, we must be con 
stantly guarding against excessive rises in the 
general price level. The only way to prevent 
inflation of prices is to reduce the spending 
power in the hands of private persons to 

orrespond with the quantity of 
ivailable. 

So far the task of the Government in 
Australia has been easy, but more drastic and 
unpopular measures than have yet been indi- 
cated will soon have to be introduced 

On presenting its first ‘‘ war’’ Budget in 
November, 1939, the Government laid down 
general proposals for financial planning and 
emphasized the important functions of the 
banking system. The Government decided to 
raise loans with the assistance of the banking 
system rather than make immediate increases 

n taxation 

The trading banks responded to the Govern- 
ment’s wishes by increasing their holdings of 
Government and Municipal securities and 
freasury bills. Simultaneously, advances fell 
slightly, but as a large fall was to be expected 
in the overdrafts of primary producers, it is 
evident that advances to producers in other 
tields increased. For the improvement in the 
liquid strength of the banks, extensive action 
by the Central Bank was largely responsible. 

TWO IMPORTANT ASPECTS OF 
MONETARY MANAGEMENT 

Two aspects of monetary management de- 
serve special mention. On several occasions 
since June, 1939, the public drew additional 
notes from the bank and these have not been 


goods 


returned. Secondly, Government balances 
with the Central Bank have become a powerfu! 
force in monetary management. In order t 
maintain spending power and employment 
from new credit, the Commonwealth Govern 
ment delayed the offer of an issue to che publi 
Moreover, the later months of the financial year 
brought in heavy taxation receipts, so that 
the sterilization of funds by the Government 
was temporarily greater than its own spending 

The consequence of these development 
towards the end of the financial year wast 
withdraw cash and Treasury bills which the 
banks had acquired from expansion earlier 
Trading bank liquidity is now not excessive 
but sufficient for some continued expansion 
of loans to the Government and to essential 
industries. There are limits to tiie amount 
of savings which the Government can divert 
from private investments to its own use 
without interfering with the production of 
essential equipment. Preferable as voluntary 
saving may be the hard realities of war call 
for stern measures and taxation on a much 
increased scale. 

In 1938-39, for the first time, the value of 
factory output in Australia exceeded that of 
the primary producing industries. The very 
considerable growth of secondary industries 
has placed Australia in a much better position 
than in 1914-1918 to supply many types of 
defence equipment, not only for her own needs 
but also for the fighting forces of other Empire 
countries 

NEW ZEALAND 

New Zealand has had to face many of the 
same problems which confronted Australia 
But in some respects New Zealand was faced 
only with an intensification of a problem 
which had been developing for some years 
Virtually full employment had already been 
reached some time before the war, but the 
Government was continuing to use credit 
expansion to finance a portion of its outlay 
The consequent increasing competition for 
limited labour and resources had driven up 
internal prices and incomes and stimulated 
imports. This had led to a steady drain in 
already weakened overseas funds. Rigid 
import control had been resorted to, but 
insufficient efforts had been made to reduce 
the volume of spending within New Zealand. 

Full copies of the speech may be obtained 
on application to the London office of the 
Bank of New South Wales, 29, Threadneedle 
Street, London, E.C. 
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Bank Buildings of Merit 


Four National Provincial Branches 
By Professor C. H. Reilly 
Ne: that at any moment any building may be 


destroyed from the sky, it has occurred to many 

people that a photographic record should at 
once be made of all that is of merit, whether old or new. 
This has naturally led to a glance back over the output 
in new buildings of the six great banks during the last 
six years and to the choosing of four branches from each 
for which one would ask special favour from Providence. 
Or perhaps it would be better to put it the other way ; 
if one were given the power of saving four compara- 
tively new branches belonging to each of the big banks, 
which would those four be ? 

Here then is the choice made among those of the 
National Provincial. It will be remembered that the 
branches of this bank are all rg d by the same man— 
the bank’s arc hitect, Mr. W. F. C. Holden, and that owing 
to Mr. Holden’s abilities =i “always maintain a high 
standard of design and finish for bank buildings. It has 
therefore not been easy to choose the best four, especially 
as one has had to rely in each case on a single illustration 
of the exterior. Architecture, it should never be for- 
gotten, is a three-dimensional art and one not only 
wants to know all the four elevations of a building, but 
all the interiors and their arrangement, to be sure that 
the building not only answers its requirements, but 
answers its requirements with dignity and imagination 
combined. With only one view of the exterior before one, 
it is rather like judging a building as one passes it in a 
car. At the most one is entitled to say “ That is rather 
a jolly little thing. Do stop,” when of course the driver 
does nothing of ‘the kind. Or on the other hand one 
shouts ‘“‘ Did you ever see anything so absurd as that 
bank ? I wonder which of the old fossils committed 
it? ’’ Both highly superficial judgments, it will be readily 
agreed. I am afraid appraisements from single photo- 
graphs are of a somewhat similar nature. It is not the 








64 THE BANk ERE 








fault of THE BANKER. Only this year has it been success- 
ful, and the first journal to be so, in persuading some of 
the more enlightened banks to lend not only other 
photographs, but also plans. That it has obtained the 
loan of the latter and has even been able to publish a 
few of them is, knowing the banks, really a very great 
achievement. Little real progress in bank architecture 
in this country was possible till that happened. 

Turning now to the four branches selected and 
taking them in order of date beginning with the first, the 
Kkdgware branch, the illustration of this appeared in 
July, 1935, which means that the building was probably 
put up in 1934. It is therefore six years old. It looks, 
however, as if it were two hundred. It is frankly a very 
sood essay in the early Georgian manner. I notice I say 
in my account of it that I had been looking for such 
a Georgian house in half a dozen counties that Whitsun- 
tide to buy and settle down in. “ If I had seen this one 
as I motored by ”’ I go on to say “ and had not read the 
bank’s name I should certainly have turned back and 
sought out the local agent to see if it were possible to buy 
it. Whether this is a full compliment to a new bank | 
am not prepared to say. That it should make an instant 
appeal of this kind clearly shows that it has humane 
qualities rarely to be found in a new building.” 

I think that that is a fair summing up. It appears 
to be the policy of the National Provincial Bank for 
many years to respect the local tradition where there is 
one. I have reviewed many of their branches in Cheshire 
and Shropshire built in solid oak framing in the real 
Tudor manner and from photographs have found it 
difficult to say whether Mr. Holden was inserting a 
bank into the ground floor of an old building or putting 
up a completely new structure. So here he seems to 
have caught the spirit of early Georgian building exactly, 
and perhaps Edgware has genuine examples and he was 
to that extent justified. Anyhow from this elevation 
the building appears to have all the comfortable security 
and repose which goes with this sort of post-Wren 
architecture. Notice how well he has added the little 
side block with the side entrance to the manager’s rooms 
above the bank. This modest little addition, unbalanced 
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as it is by a similar one on the opposite side, gives exactly 
that touch of informality to a very formal. style which 
is necessary for the happiness of the ordinary individual. 
If you blot out this addition by your hand you will see 


: 
4 
: 
+ 
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THE EDGWARE BRANCH 


that although a fine thing is left in the main block it is 
not nearly so humane and appealing. I would like to 

» the return facade very much and the interior of the 
honing hall. It looks as if the latter might be a little low, 
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if it has been kept within the limits of what looks like a 
domestic ground storey. Probably it goes up higher at 
the back. How too has Mr. Holden planned his banking 
hall when one walks straight into the middle of it, as it 
appears one does from the centre front door ? I am sure, 
however, he has got over that difficulty too; he is a 
most ingenious fellow. 

If one takes a magnifying glass one will see that over 
the manager’s private entrance is a plaque with “ Bank 
House ”’ on it while on the windows are hung two notices 
with something like “‘ Foreign Exchange ”’ or “‘ Travellers’ 
Cheques’ on them. Why is this necessary? It is 
because the illusion of a gentleman’s private house of 
two hundred years ago is so complete. Given then that 
that was what the bank wanted and what the architect set 
out to give, I feel he should be awarded full marks for 
this. 

The next example is something very different. It is 
the Osterley and Isleworth branch illustrated in June, 
1937, and probably built a year or two before. Though 
I do not know Isleworth, and Osterley only by Lord 
Jersey’s fine Adam mansion with the park surrounded 
by suburban villas, I cannot imagine the district has 
any compelling character. Here then Mr. Holden felt 
himself free. He had too to put up a structure which 
would hold its own with some neighbouring modern 
factories. Everyone knows a modern factory, such 
as those on the Great West Road, is not the modest 
retiring building with simple regular tiers of windows 
which constituted a factory fifty years ago. They are 
instead advertising structures often with a _ strange 
Egyptian facade to the main block and always with a 
tower. A quiet little Georgian bank building would 
jg refore be lost in such surroundings, yet dignity had 

» be maintained. I suggest that Mr. Holden has got 
over this difficulty very well. By raising his banking 
hall high above the small wing blocks on either side he 
has provided not only a striking centre feature, but 
large blank walls on which to put the bank’s name in 
fairly discreet letters. I wish I had seen a photograph 
of the interior of this hall. It must have offered a 
problem with its height as great as its length. 
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The building as a whole seems to me to gain very 
much of its freedom from tradition. The three great 
windows with their deep reveals are very expressive. I 
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Architect] [Mr. W. F. C. Holden 
THE OSTERLEY BRANCH 


even like the illuminated sign and flag post. They are 
all in character. But most of all I am glad of a bank 
building which could not have been built at any other 
time than the present. There will be no mistaking it 
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for a gentleman’s period house or anything else. There 
it stands stark and clear yet without being in any way 
vulgar. I like to think it shows that an architect fully 
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conversant with the subtleties of past styles, when he is 
free to build regardless of them, builds with a sense of 
restraint and inherent style. That is the way in my 
opinion progress is best made. 
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This bank will gladly assist you in 
gathering reliable information, and will 
provide all banking facilities for the 
transaction of business in Canada 
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LLOYDS BANK LIMITED 
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Legal « General Life Policies 


both participating and non-participating will in most cases 


include War Risks within the 
United Kingdom 


in respect of lives who are civilians at the time of completing 
the proposal. 
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The Society is also prepared to consider War Risks abroad, each proposal 
being considered on its merits. 

Life Assurance is more necessary to-day than ever before —ask for full 
particulars now. 


Special terms are granted to Bank Officials 


LEGAL & GENERAL | 
ASSURANCE SOCIETY LIMITED 

Chief Administration: ALDWYCH HOUSE, ALDWYCH, LONDON, W.c.2 =: 
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Branches in all principal Towns 


Established 1836 General Manager : Vernon E. Boys Assets exceed £50,000,000 
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The next example I have chosen is the little 
Rochester branch built in 1938. Perhaps it is too 
insignificant and I should have given its place of honour 
in this group to another branch. There were plenty 
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to choose from, for, as I have often remarked, the 
branches of this bank never fall below a certain standard. 
I choose it because for some reason I cannot explain it 
seems to suit, not the prevailing past style of archi- 
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tecture if Rochester has one, but the genzus loci. This 
little building has a Dickens flavour. If it had existed a 
hundred years ago Mr. Pickwick might have kept his 
account there. In itself though, it has charm. It is so 
completely unsophisticated. I imagine it is an entirely 
new front yet with what simplicity, almost naivety, the 
two windows of the upper storey appear above the 
bank’s woodwork and the stucco pilaster runs up the 
corner! Perhaps | am wrong. Perhaps after all it is 
an old building into which Mr. Holden has inserted his 
dark wooden windows, door and entablature. If so he 
has done this with a restraint which does him credit. 
The early Victorian atmosphere would have flown at one 
touch of Maple-Waring. 

Lastly here is the Retford branch. Again I know 
little about it beyond the front view and one of an 
inoffensive little banking hall corresponding to the 
central three ground-floor windows. But Retford is 
a Georgian town and though the bank building is too 
small to stand up to one of its fine Georgian houses as 
an equal, it does stand up to them in its own walk of 
life. By that I mean it looks a semi-public building not 
a domestic one and looks it, in the Georgian manner. It 
has the composition, columns, windows, pediment, of a 
small Georgian town hall and in itself is a charming 
little building, highly and carefully finished as far as 
one can judge from the illustration. Notice how the 
symmetrically placed roof helps to give weight. I hope 
one first sees the building facing one at the head of a 
street. It would be almost worth going to Retford to 
find out. 





